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NATIONAL POLICY ANI 


MACROECONOMIC STATISTICS, ANALYSIS WORK STRESSED 


Beijing TONGJI [STATISTICS] i: 1 No 8, 17 Aug 85 pp 1-2 


(Editorial: "Strengthen Macroeconom Statistics and Analysis" } 
[Text] With the reform of ‘ture progressing ste; 
microeconomy becoming more vivacious, strengthe: 


control and regulation has become a crucial task of Chir 
management. In the “government work report" to the Third Plenum of the Six 
"A 


NPC, Comrade Zhao Ziyang points out: All economic management departments, 
especially comprehensive economic departments and supervising and ting 


departments, should strengthen studies of macroeconomic situations 1 
of economic regulation, do a good job in necessary coordination, balar 
regulatory work, take strict precaut Lor against a loss of cont 
economic activities and ensur there will be no major er 
economic reform..." The statist! rtment is a comprehensive c 
responsible for exercising tatist | supervision. It must str 
importance of doing a good ' mic tatistic: 
strengthen the compreh i’ roc iz of voluminous stati 


fields, carry out in-depth analysis and study, provide timely inforns 


leading party and government organs and render better service to the ref yf 
economic structure and economic management. This is an important as 
the reform of statistical work. 

Under the highly centralized e system of the past, China's st 

targets were relatively unitary, the range of observation was pr: tively 
narrow and many targets were ir nerent and incomplete. Along wit uf 
development of a socialist commodity economy, specialized statistics be 
shifted from production oriented statistics to production and management 
oriented statistics and agricultura luction statistics should ft 
to rural social and economic statistics. It is necessary to unify production, 


circulation, distribution and consumption, integrate production, supply and 
marketing as well as personnel, financial and material resources, observe 
horizontal relations and do a good job in macroeconomic analysis. Government 
Statistical departments at all levels should proceed from the overall 
situation of the economy and society, organize rational internal division of 
labor and cooperation and give full play to the characteristics and ad 

of comprehensive statistical orgar 














fo strengthen macroeconomic statistics and analysis, it is necessary t 

and establish a macroeconomic statistical target system. The basic su 

of the macroeconomy encompasses two aspects: aggregate demand and supply 
society. The relation of balance between the two is a central issue for 

State in exercising macroecoomic control and regulation. Main targets 
reflecting the aspect of aggregate social supply are total value of social 
Output, mational income and retail sales of social commodities; main targets 
reflecting the aspect of aggregate social demand are consumption and 
accumulation funds demonstrated in the form of currency as well as_ various 
distribution targets which form these two major funds including wages, rural! 
income, social purchasing power ani fixed-asset investment. Of course, we may 
also use the gross national product to reflect the aggregate supply and use 


consumption, investment and net exports to reflect the aggregate demand. In 
sum, we should properly rearrange above targets in accordance with the demand 
/f macroeconomic control and come to grips with the organic links among them. 


tne balance of aggregate social demand and supply is achieved through the 
links of distribution and exchange. The activities of financial income and 
expenditure, credit income and exrenditure, commodity (goods and materials) 
Supply, and foreign exchange income and expenditure actually organize and 
promote, in different ways and on different scales, the balance of social 
supply and demand. Generally, a success in these four types of balance means 
that the overall balance of the national economy is ensured. To strengthen 
macroeconomic statistics, statistical departments should pay attention to 
studying the issue of these four types of balance. 


Prices, profits, taxes, interest rates and wages are also the economic leve: 
that regulate the balance of aggregite supply and demand and their internal 
balance. Whether aggregate supply and demand are balanced can be quickiy 
‘eflected through the volume of currency circulation and commodity prices. If 
they are balanced, the volume of currency circulation will increase normally 
and market prices will be relatively stable. If they are not balanced, there 
will be inflation and increases in market prices, causing impacts on the 
economic life of society. We should constantly observe these economic levers 
and sensitive targets and pay attention to studying the “critical point” of 
macroeconomic control so as to detect problems quickly and make suggestions on 
timely readjustment. 


The balance sheet of tiie national economy is an important tool for reflecting 
and studying macroeconomic balance. The balance sheet of the production, 
consumption and accumulation of social products and the balance sheet of the 
jistribution and redistribution of national income respectively reflect 
aggregate social supply and demand and the relation of their balance. The 
comprehensive financial income and expenditure balance sheet, the commodity 
(goods and materials) resource, the distribution balance sheets and the 
international income and expenditure balance sheet respectively reflect the 
relations of the above four types of balance. The input-output table reflects 
aggregate supply and demand as well as their internal economic relations. 
These balance sheets must be established and perfected in the order of 
importance and urgency. In the meantime, inorder to provide statisticai 
information for the basis of macroeconomic control and regulation, efforts 
must be made in day-to-day work to carry out in-depth analysis and study of 


ho 








each and every change in important comprehensive targets pertinent 
aggregate social demand and send out signals as soon as any sympton 
imbalance is discovered. Only by combining the formulation of the national 
economic balance sheet and the analysis and study of specialized subjects 

it possible to improve service quality and, at the same time, give better play 
to the function of supervision. 


Judged from the actual conditions of present China's macroeconomic movement, 
efforts should be concentrated on studying the following major issues: 


The growth rate of industry. Greater efforts should be made to analyze and 
Study the cause of current fast industrial growth and its impact on the 
overall development of the national economy, analyze how production structure, 
economic results, energy resources, communications and transportation and raw 
materials condition industrial development and discuss what the proper 
industrial growth rate is. 


The seale of fixed-asset investment. Constant efforts should be iaade to 
analyze the increase rate of investment, sources of funds, investment 
direction and investment results and analyze whether the scale of investment 
is commensurate with the availability of financial and material resources. It 
is necessary to report in a timely manner the phenomenon of blind construction 
using extra-budgetary investment and analyze and study the influence of fixed- 
asset investment on the steady development of the national economy. 


The consumption fund. This year, all areas will gradually decontrol the sales 
of meat, poultry, eggs, vegetables and other non-staple foodstuff, carry out 
workers’ wag: reform, and increase subsidies. Urbain and rural residents’ 
income will both increase and the consumption fund will increase at a faster 
rate. At present, the central task is to analyze those abnormal phenomena of 
consumption expansion and supervise and inspect those units which distributed 
all retained profits, used production funds for other purposes, 
indiscriminately distributed bonuses, and engaged in malpractices toc _ see): 
private gains at public expense such as illegal purchases and sales of goods 
and materials in short supply. At the same time, efforts should also be made 
to analyze the increase of peasants’ income in acvordance with the development 
of agricultural production and the price indexes of farm and sideline 
products. Changes in workers' and peasants’ consumption level should be 
studied to avcid a loss of control over the growth of consumption funds. 


Social commodity purchasing power and the availability of commodities. Greater 
efforts should be made to analyze the sources, composition and orientation of 
social commodity purchasing power, reflect in a timely manner when social 
group purchasing power is reduced by 20 percent, reflect market comicdi.y 
supply situation and price changes after the decontrol of certain farr and 
sideline products, and analyze on a regular basis the balance bdetween sucplus 
purchasing power and the sources, sales, and inventory of commodities and 
existing problems. 


Revenue and expenditure. Along with economic development, this year's revenue 
will increase by a large margin. However, it is likely that the current 
tendency of overspending will continue to grow. Attention should be paid to 
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NATIONAL POLICY AND ISSUES 


PROPOSED SPEED OF ECONOMIC GROWTH FOR NEXT 5 YEARS 
Beijing LIAOWANG [OUTLOOK] in Chinese No 37, 14 Oct 85 p 5 


[Article by Xu Yaozhong [1776 5069 0022]: ‘1 Speed of Development Geared To 
Realities" ] 


[Text] In his work report to the recently concluded National Congress of the 
Communist Party of China, ‘remier Zhao Ziyang said that the CPC Central 
Committee had proposed a 7 percent rate of increase in the nation's industrial 
gross output value, anda 6 percent rate of increase in agricultural gross 
output value during the Seventh 5-year Plan period. People in economic 
circles universally considered this speed to be geared to the nation's 
realities and to be fairly suitable and feasible. 


To attain the magnificent goal set ty the Central Committee of quadrupling the 
gross output value of industry and agriculture by the year 2000, the gross 
output value of industry and agriculture ix 1990 will have to be double or 
Slightly more than double what it was in 1980. In view of this requirement, 
the gross output value of industry and agriculture in 1990 will have to reach 
1.6 trillion yuan, and gross national product will have to reach 1.1 trillion 
yuan. Thus, calculations show that the annual rate of increase in the gross 
output value of industry and agriculture will have to be nc lower than 5.6 
percent. The Central Committee's recommendation for an approximately 7 
percent rate of increase in the gross output value of industry and agriculture 
during the Seventh 5-year Plan was for the purpose of assuring a doubling or 
Slightly more than doubling of the gross output value of industry and 
agriculture by 1990. 


The speed envisaged in the Seventh 5-year Plan recommendation is necessary to 
realize the quadrupling goal, and it also provides plenty of leeway. The 
gross output value of the nation's industry and agriculture during the Sixth 
5-year Plan period is certain to reach 10 percent. Forecasts from authorities 
concerned say that the national economy will maintain this momentum toward 
vigorous development during the Seventh 5-ycar Plan period. Not only is the 
CPC Central Committee recommended speed lower than the actual rate of increase 
during the Sixth 5-year Plan period, but it is also lower than the forecast 
attainable rate of increase during the Seventh 5-year Plan period. Clearly, 
there is considerable leeway in the Seventh 5-year Plan, which is very much as 
it should be. The CPC Central Committee Seventh 5-year Plan recommendation was 








made after consideration of many favorable conditions in the development of 


the national economy and after consideration of unfavorable factors such as 
limited financial and material resources and a shortage of skilled people. 
Developmerit of industrial and agricultural production in accordance with the 
Central Committee recommendation will effectively ease shortages of energy and 
transportation. During the period of the Sixth 5-year Plan, the rate of annual 
increase in gross output of energy has been estimated to have been only 4.5 
percent, and transportation developed even more slowly. Both lagged far behind 
the speed of development of the gross output value of industry § and 
agriculture. Having benefitted from experiences during the Sixth 5-year Plan 
period, a speed up in development of energy and transportation during the 
Seventh 5-year Plan is entirely possible. There is leeway in the speed of 


development of industry and agriculture that can provide enterprises in the 
energy and transportation sector with a breather, help them release some 
production and transportation capacity so they can replace and improve, and 
readjust internal proportional relationships to insure a more solid and 
swifter pace of develonment of energy and transportation. 


Were one to ask the reasons that results from the national economy and quality 
of products did not rise rapidly etn the Sixth 5-year Plan, one would have 
to say that excessive pressure to prod oe important reason among many. 
Quite a few enterprises had to work 311 lay long on output value and output 
and did not have the time to be concerned with improving economic results and 
product quality. By keeping the speed of development within proper bounds, 
leaders at all levels may be able to put 

to economic results, and enterprises can devote more energy to technical 
improvements, shifting from only seeking after output value and output toward 
attention to the development of new products, improving the quality of 
products, and lowering production cc ‘s. It can be preuicted that once China's 
enterprises free themselves from the fetters of competing solely for output 
value, Sutput and speed of development, economic results will be bound to rise 


more energy and time into attention 
- 


greatly. 

the Seventh S-year Plan period will be a crucial period for China's 
comprehensive reform of economic, scientific and technical, and educational 
Management. systems, provided the opportunity is not lost to get rid of various 
accumulated evils in the prevailing manazement system that adversely affect 
development of productivity, and to tablish a new management system that is 
full of life and vitality. Only in this way can sustained development of the 
economy be assure. If the speed i et t fast, and all the strings in the 


national economy are pulled too taut, that would be the same thing as setting 
up obstacles to improvements and improvement would not advance smoothly. If 
there is a very great, shortage cf public revenues, it will not be easy to 


reduce, exempt or adjust taxco for some large and medium size enterprises or 
to raise depreciation allowances. If there is a very great shortage of 
materials, it will be very difficult to cut back on the number of directives 
of a command nature to small enterprises. If funds are in very short supply, 
it will not be possible to insure key construction. Then policies for the 
readjustment of industry and the make-up of products will come to naught and 
improvement of the standard of living will also be affected. 


The foregoing analysis shows that the speed of the Seventh 5-year Plan that 





the Central Committee has recommended will help advance reforms. If action 
follows the Seventh 5-year Plan recommendation, reform of the nation's 
economic system can advance healthily and the continued flourishing of the 
national economy can be reliably assured. 
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NATIONAL POLICY AND ISSUES 


NATIONAL ECONOMIC LAWS, REGULATIONS LISTED, DESCRIBED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 37, 14 Oct 85 pp 23-25 


[Article by Wang Zhengming [3769 2973 2494]: "Focus on Reform in Legislation, 
Legislation to Advance Reform. A Briefing on National Economic Laws") 


[Text] To meet needs for reform of the economic system and opening China to 
the outside world in the wake of the 3d Plenum of the ith CPC Central 
Committee, China has carried out a series of jobs in economic legislation to 
make econumic laws a _ tool for leading the nation and for organizing and 
managing the economy. During the past 6 years, the NPC and its standing 
committee have passed and promulgated more than 20 laws in the economic field; 
the State Council has formulated and promulgated approximately 200 economic 
laws, and individual units in the State Council have drawn up a large number 
of regulations. Provinces, autonomous regions and municipalities under direct 
jurisdiction of the central government have formulated and promulgated 
numerous economic laws and regulations of a local character. These economic 
laws, rules and regulations have played an important role in giving impetus to 
reform of China's economic system, opening it to the outside world, and to 
aivancing the building of a modern socialist economy. 


Enhance Enterprises' Vitality to Better Exercise the Leading Role of the 
State-owned Economy in the National Economy 


Enhancement of the vitality of state-owned enterprises, particularly 
enhancement of the vitality of large and medium size state-owned enterprises, 
is a central element in reform of the entire economic system in which cities 
are the key. Focusing on this key element, the state has formulated and 
promulgated a series of economic laws, the main ones of which are as follows: 


1. Laws pertaining to expansion of the self-determination of state-owned 
enterprises. This includes five documents promulgated by the State Council in 
July 1979 under the titles, "Various Regulations Pertaining To Expansion of 
the Self-determination of State-owned Industrial Enterprises"and "Report on 
the Status of Pilot Project Work on Expansion of Enterprises' Self- 
determination and ideas For the Future," which the State Council approved and 
forwarded to the State Economic commission in September 1980, as well as 
"Temporary Regulations Pertaining To Further Expansion of the Self- 
determination of State-owned Industrial Enterprises," which the State Council 


- 











promulgated in May 1984. These laws made rulings on issues such as expansion 
of the self-determination of state-owned enterprises in the planning of 
production operations, the marketing of products, product prices, purchase of 
materials, use of funds, handling of assets, setting up of organizations, 
personnel and labor management, wages and bonuses, and joint operations. In 
September 1985, the State Council approved and forwarded to the State Economic 
Commission and to the State Restructuring of the Economic System Commission, 
"Temporary Regulations Pertaining To Various Problems In Enhancing the 
Vitality of Large and Medium Size State-owned Enterprises." 


2. Laws pertaining to state-owned enterprises’ promotion of payment of taxes 
instead of profits. To regularize distribution relationships between the 
state and state-owned enterprises in the mode of use of taxes so that 
enterprises can gradually "operate independently being responsible for their 
own profits and losses," as of 1 January 1983 state-owned enterprises put into 
effect the first step in payment of taxes in lieu of payment of profits in 
accordance with "Temporary Methods Pertaining To State-owned Enterprises 
Payment of Taxes Instead of Profits," which the Ministry of Finance had 
promulgated. This provided that all large and medium size state-owned 
enterprises with profits were to pay an income tax of 55 percent of their 
profits. After enterprises paid their income taxes, a portion of the profits 
remaining would be paid to the state, and another portion would be retained by 
the enterprises at a level set by the state. On 18 September 1984, the Stace 
Council again approved and promulgated "Temporary Regulations On the Second 
Step of State-owned Enterprises' Payments of Taxes Instead of Profits." The 
second step in payment of taxes instead of profits further regularized 
distribution relationships between state-owned enterprises and the _ state. 
After payment of income taxes, profitable state-owned enterprises with a 
substantial amount of profits remaining would be assessed a certain regulation 
tax in accordance with regulations. The second step in payment of taxes 
instead of profits also divided prevailing industrial and commercial taxes on 
the basis of the objects taxed into product taxes, ad valorem taxes, salt 
taxes and business taxes. It also added resources taxe3, urban maintenance and 
construction taxes, house property taxes, land use taxes, and vehicle and boat 
use taxes. 


3. Regulations pertaining to reform and perfection of the leadership system in 
state-owned enterprises and strengthening management of state-owned 
enterprises. The State Council promulgated one after another, "Temporary 
Regulations On The Work of Plant Managers in State-owned Industrial Plants"; 
"Temporary Regulations on State-owned Industrial Enterprises’ Employees 
Representative Assemblies"; "Temporary Resulations on State-owned Industrial 
Enterprises"; "Decisions on Ccnprehensive Reorgaaization of State-owned 
Industrial Enterprises"; "Hemuletivoas ou Cost Contrsl in State-owned 
Enterprises"; "Decisions on the kEmpnasis and Steps To Be Taken For the 
Technical Transformation of Existing Enterprises"; and "Temporary Regulations 
On Various Policies For Advancing Technical Progress in State-owned 
Enterprises." These laws hold significance for improvement in the levels of 
leadership and of administration and management in enterprises, in raising the 
political quality and technical level of the vast numbers of employees,and in 
improving the material and technical conditions in enterprises. 
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Develop the Collective Economy and the Individual Economy to Establish Forms 
of Economic Diversification Suited to Productivity Development Levels 


In recent years, China has formulated and promulgated a series of laws anc 
regulations in consonance with the constitution and pertinent Centra 

Committee policies to encourage and guide development of the collective 
economy and the individual economies of workers in cities and the countryside. 


1. Laws and regulations concerning the collectively owned economy. The 
collectively owned economy is one of the country's basic economic forms. 
"Temporary Regulations On Various Policy Questions in the City and Town 
Collectively Owned Economy," which was promulgated by the State Council in 
April 1983, explicitly provided that development of the city and _ town 
collectively owned economy had to be in keeping with the principles of 
"voluntary association, sole responsibility for its own profits and losses, 
democratic management, distribution according to work, pooling of funds by 
employees, proper sharing of profits, collective accumulation and self 
determination in governance." It required that all sectors concerned treat 
collectively owned units the same way as state-owned units, treating them 
equally and without discrimination politically and with equality economically. 
On 20 November 1984, the State Council approved and forwarded to the Ministry 
of Light Industry and to the National Handicraft Industries Cooperativ: 
"Temporary Regulations Concerning Various Problems in Light Industry 
Collective Enterprises" to solve problems existing in collective enterprise 

in light industry and nurture their development. On 11 April 1985, the State 
Council promulgated "Temporary Regulations On Collective Enterprise Income 
Taxes," which further reduced the tax burdens of collective economic 
organizations. 


2. Laws and regulations pertaining to the individual economy. The individua 

economy is a necessary and beneficial supplement to the public ownership 
economy. In July 1981, the State Council promulgated "Various Regulations of a 
Policy Nature Pertaining to the Non-agricultural Individual Economy in Cities 
and Towns." Subsequently, it formulated one after another "Supplementa! 
Regulations to ‘Regulations of a Policy Nature Pertaining to the Non- 
agricultural Individual Economy in Cities and Towns'"; "Regulations Pertainin 

to Rural Individual Industry and Commerce"; "Regulations Pertaining to 
Purchases by Individual Peasants or Combinations of Households of Motor 
Vehicles, Motorized Boats and Tractors For the Purpose of Engaging in the 
Transportation Business"; and "Regulations on Problems of Transportation of 
Agricultural and Sideline Products by Cooperative Business Organizations and 
Individuals." The Ministry of Finance issued "Notice on Problems Pertaining 
to Improvement of Cooperative Businesses and the Individual Economy Payments 
of Industrial and Business Income Taxes." The Customs Office issued "Marine 
Customs Control Regulations For the Importation of Tools For Small Scale 
Production By Individual Industries and Businesses in Cities and the 
Countryside." All of these laws, rules and regulations contained explicit 
provisions on development of the individual economy in cities and the 
countryside, and they played a positive role in fostering, protecting, guiding 
and controlling it. By the end of 1984, individual industrial and business 











households in the country's cities and countryside had expanded to more than 
13 million. In 1976, there were only 180,000 individual industrial and 
business households in the whole country. 


Promote Peform of the Planning System and Institute a Combination of Planning 
of a Directive Nature and Planning of a Guidance Nature 


To suit the need to enliven the domestic economy and open the country to the 
outside world, China is carrying out a reform of its planning system. In 1981 
it began to institute a form of plan management combining planning of a 
directive nature and planning of a guidance nature for national economic plans 
and social development plans, making corresponding provisions in pertinent 
laws, rules and regulations. For example, on 20 May 1981, 12 organizations 
including the State Economic Commission, the State Planning Commission, and 
the Ministry of Finance jointly issued "Temporary Methods ror Putting Into 
Effect State Council Documents On Expansion of Authority and the Consolidation 
and Improvement of Expansion of Authority," which provided that "enterprises 
must insure fulfiilment of production plans and allocation and transfer plans 
handed down by the state. Should it be found in the course of implementing the 
plans that plan norms are not consistent with realities, in the case of plans 
of a directive nature, enterprises may make a report to the organization that 
handed down the plan proposing revision. In the case of plans of a guidance 
nature, enterprises are empowered to inake appropriate adjustments or 
additions, but they must report their actions in a memorandum to the 
organization in charge." On 4 October 1984, the State Council approved and 
forwarded the State Planning Commission's "Temporary Regulations Pertaining to 
Improvements to the Planning System." This put into effect as part of the 
improvement of the planning system contract responsibility systems of various 
kinds for production plans, plans for investments in fixed assets, plans for 
the use of foreign capital and foreign exchange, materials distribution plans, 
business and foreign trade plans, labor wage plans, and culture, education and 
health plans. 


Full Development of a Commodity Economy That Advances Formation of an 
Integrated Socialist Commodity Market 


Only full development of a commodity economy under plan guidance that brings 
into play the role of market regulation can truly enliven the economy, bring 
about sustained advances in enterprises’ production and business and improve 
efficiency to meet; the complex and ever changing needs of society. To meet 
the foregoing requirements, China has formulated and promulgated a series of 


economic laws and regulations, principal of which have been the following: 


1. Laws and regulations on protection of socialist competition and forbidding 
the practice of walling off sectors or areas. In October 1980, the State 
Council promulgated "Temporary Regulations On the Development and Protection 
of Socialist Competition," which permitted and encouraged active development 
of competition among various constituent parts of the economy and among 
individual enterprises to make the most of their strengths within limits 
allowed by laws and policies. In April 1982, the State Council issued 
"Notice Forvidding Walling Off in the Purchase and Sale of Industrial 
Manufactures," which required resolute correction of the use of 








idministrative orders to protect the outmoded by practicing a walling off of 
areas or sectors, maintenance of a unified, socialist market, and insuring the 
regular flow of all industrial manufactures produced in China. 


ec. Laws and regulations pertaining to keeping open channels of commodity flow 
and invigorating urban and country markets. Between June 1982 and July 1984, 
the State Council issued, approved and forwarded laws, regulations and 
documents titled, "Decisions On Keeping Open Urban and Rural Commodity Flow 
“hannels to Increase Industrial Manufactures Going to the Countryside"; "Ci 
ind Country Country Fair Market Control Methods"; "Report on Readjustment 
Agricultural and Sideline Product Purchase and Sale Policy Organization Mult! 
channel Dealings"; and "Report on Various Problems in Reform of the Existing 
Urban Commercial System." These issuances provided for the reform of different 
aspects of the flow system. The gist of them was: reduction in kinds of goods 
controlled by plan and expansion of the scope of market regulation; 
development of collective and individual businesses and getting rid of 
monopoly dealings by state-owned businesses; institution of different kinds of 
purchase and marketing, changing the longstanding contracting sales method 
used in business practice of a commodity division of labor, opening up 
cnannels between cities and the countryside and changing the impaired flow of 
:90d3 between cities and the countryside. 


3. Laws and regulations for improvement of administration and management in 
industry and commerce. Simultaneous with energetic development of commodity 
flow and enlivening of the economy must be a strengthening of administration 
and management of industry and commerce, crackdowns on criminal activities in 
violation of the law and maintenance of the socialist economic order. Laws 
rules and regulations in this regard are as follows: "Regulations On 
Registration and Control of Industrial and Commercial Enterprises" promulgated 
in August 1982 by the State Council; "The Trademark Law of the People's 
Republic of China," passed by the NPC Standing Committee; "Detailed Rules and 
Reguiations On Carrying Ovt of the Trademark Law of the People's Republic of 
hir promulgated by the State Council in March 1983; and "Temporary 
Regulations on the Control of Advertising" promulgated by the State Council i 
February 1982. In addition, in 1981 the State Council also promulgated 
"Instructions On Strengthening Market Control and Crackdowns on Speculation, 
Profiteering and Smuggling." In March 1982, the NPC Standing Committee passed 
"Decisions On Severe Punishment of Criminals Who Seriously Damage the 
Economy," and in April 1982 the CPC Central Committee and the State Council 
promulgated "Decisions On Crackdowns of Serious Criminal Activities in the 
Economic Sphere," which explicitly provided for investigation and punishment 
according to law of units and individuals who engage in criminal activities 
such as smuggling, illegal foreign exchange transactions, profiteering and 
speculation in violation of the law to maintain socialist economic order. 


Strengthening of Legislation on Prices, Tax Collection, Finance and Banking, 
and Full Use of the Regulatory Role of Economic Levers 


Reform of the planning system requires full attention and full use of the 
regulatory rule of economic levers such as prices, tax collection and credit. 
In order to do this, corresponding price, tax collection, and finance and 
banking legislation is required. 








1. Laws and regulations pertaining to prices. Prices are one of the important 
economic levers. In the reform of China's economic system, simultaneous with 
gradual reform of the inequitable price system shou’d be attention to reform 
of the overly centralized price contro. system, gradual reduction in the scope 
of uniform fixed prices, and suitable expansion in the scope of floating 
prices and free prices. In July 1981, the State Price Administration, the 
National Supply and Marketing Cooperative Administration and the Ministry of 
Commerce jointly issued, ™" Temporary Control Methods For Negotiated Purchase 
and Negotiated Sale Prices of Agricultural and Sideline Products (Draft)," 
which provided that Category III agricultural and sideline products) and 
Category I and II agricultural and sideline procucts for which procurement 
quotas had been fulfilled and which were permitted to be marketed could be 
bought and sold at negotiated prices for the time being. In August 1982, the 
State Council promulgated "Temporary Regulations on Price Controls," which 
provided for "adoption of national fixed prices, enterprise fixed prices 
within limits set by the state and country fair trade prices respectively in 
view of the different effects of products on the national economy and 
livelihood." In September of the same year, the State Council approved and 
forwarded to the National Price Bureau and other organizations the "Report on 
Gradual Liberalization of Prices of Small Goods and Institution of Market 
Regulation," which decided to carry out, under guidance of national policies, 
market regulation and fixed enterprise prices for small commodities among 
Category III industrial manufactures. One year later, the State Council again 
approved and forwarded to the National Price Bureau and other units "Report on 
Further Liberalization of Prices For Small Commodities," which increased the 
number of items for which prices were liberalized and reformed fixed price 
methods. On 4 October the same year, the State Council approved and forwarded 
to the State Price Bureau and the State Economic Commission "Report On Further 
Carrying Out of Price Policies for Industrial Manufactures on the Basis of 
Quality," which instituted premium prices for premium quality and low prices 
for low quality, and also set punitive prices for shoddy and outmoded 
products. 


2. Laws and regulations pertaining to tax collection.Tax collections are the 
principal means by which the country derives public revenues, and they are 
also an important means by which the state regulations social production and 
supervises economic activity. In the course of reform of the economic system, 
China has gradually perfected its tax collection system. On 5 September 1981, 
the State Council approved and forwarded to the Ministry of Finance "Tentative 
Ideas On Reform of the Industrial and Commercial Tax System," which propoced 
the use of tax collections for equitable regulation of economic results in 
every way. 


To control the amount of investment in fixed assets, amass needed funds and 
insure national key construction, in September 1983 the State Council 
promulgated "Temporary Methods for the “Collection of Construction Taxes," 
which provided for the collection of construction taxes based on the amount of 
funds invested in capital construction and updating or improvement projects 
for which individuals or units had themselves provided the funds. To spur 
state-owned enterprises into instituting internal economic responsibility 
systems,improving economic results and guarding against reckless issuance of 











dDonuses,and to control the too rapid increase in consumption funds in the 
macro-economy, in June 1984 the State Council promulgated "Temporary 
Regulations on the Taxation of Bonuses in State-owned Enterprises." Effective 
October 1984, state-owned enterprises began the second step of payment of 
taxes in lieu of profits about which the State Council approved and issued 
and the Ministry of Finance issued a series of laws and regulations on tax 
collection. 


3. Laws and regulations pertaining to finance and banking.To make more use of 
the role of banks in amassing and regulating funds, in 1983 the State Council 
issued "Decisions On the Bank of China's Sole Perogative to Function as a 
Central Bank," which defined the character, function and legal position of the 
Bank of China and other specialized banks. In April 1983, the State Council 
also issued "Notice On the Reorganization of Domestic Trust and Investment 
Activities and On the Strengthening, Updating and Improvement of Funds 
Controls," which ruled that except for investment trust companies approved by 
the State Council or by units empowered by the State Council to grant 
approval, no area or organization could handle trust and investment 
activities.To strengthen credit controls and control the issuance of currency, 
in January 1981 the State Council issued "Decisions on Effectively 
Strengthening Credit Controls and Rigorously Controlling the Issuance of 
Currency," which reaffirmed that authority to issue currency was centralized 
in the Central Committee, that state approved credit plans and currency 
issuance plans must be rigorously controlled, that the principle of separation 
of financial bonuses and credit funds must be maintained, and that a balance 
must be maintained between issuance and collection of credit. 


Establishment and Promotion of Economic Contract Systems To Meet Needs Of the 
Ever Increasing Economic Development Among Social Organizations 


With the rapid development of China's socialist commodity economy, economic 
dealings in production, circulation of goods, distribution, consumption and 
scientific research among social organizations has become increasingly 
complex, and many of these economic dealings have to be done through economic 
contracts. To protect the legal rights of the parties to economic contracts, 
improve economic results, and insure that state plans are carried out, on 13 
December 1981, the 5th Session of the 4th NPC discussed and passed "The 
Economic Contract Law of the People's Republic of China," and decided that it 
should take effect as of 1 July 1982. This is China's first fairly complete 
and systematic law pertaining to economic contracts. To put the "Economic 
Contract Law" into effect, the State Council organized units concerned to 
formulate regulations for implementation. A total of 15 implementation 
regulation plans have been formulated , eight of which the State Council has 
so far promulgated. These pertain to contact regulations for industrial and 
mine product purchases and sales, agricultural and sideline products purchases 
and sales, prospecting plans, construction and installation, contracting to do 
processing, borrowing of funds, and property insurance, plus "Regulations on 
Arbitration of Economic Contracts." Seven are in process of being formulated, 
namely contract regulations for storage and care, railroad freight 
transportation, highway freight transportation, water freight transportation, 
air freight transportation, and scientific and technical cooperation, as well 
as "Regulations on Economic Contracts Management." 








China's economic contracts law applies to economic contracts entered into 
between juridical persons, and to contracts signed between individual busine 
households or rural commune members and juridical persons. They are to be 
carried out in accordance with the contract law. With the launching of reforn 
of the economic system, and particularly following promotion of contract 
responsibility systems by rural economic organizations and urban industrial 
and commercial enterprises, various kinds of contact agreements have come into 
existence. To direct and control such contract agreements, units concerned 
are now in the process of formulating in accordance with the basic principles 
of economic contracts law "Regulations On Agricultural Contact Agreements"; 
"Contract Responsibility Regulations For Village and Small Town Enterprise 
Plant Directors and Managers" and "Industrial Enterprises Internal Contract 
Agreement Regulations." 
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ECONOMIC DEVELOPMENT ZONES 


UPDATE ON BEIHAI'S PROGRESS, JAN-AUG 1985 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 41, 14 Oct 85 p 


(Article by special correspondent Zou Liangnou [6760 5328 6180] 
Cleaning at Beihai in Welcome to I[nvestments"] 


[Text] From January to August of 1985, the total investments of the city 
Beihai in capital constrictic sats already started amounted to somewhat 
over 149 million yuan, a 5.2- told increase compared to the tota tments 


in projects started last year. Completed projects of capital const: | 
involved total investments of 43.29 million yuan, an increase of 6.2 times 
compared to the corresponding period last year. Twenty-four key projects are 
all in the process of construction. 


After ground was broken for the Beihai airfield on 10 April, work progr 
smoothly and completion is expected, and trial flights to begin, } 
Festival next year. The airfield will be able to accommodate medium-sized 
airplanes, such as_ the Boeing 737. Advanced navigational aids are being 
imported from abroad to enable all-weather flying. 

After work was started on 7 May on a berth for vessels up to 10,000 tons, 


progress was very fast. The total investment in this project is 31 million 
yuan. The Waterways Planning and Designing Institute of the Ministry of 
Communications is undertaking the entire construction, from designing, calling 
for bids, quality supervision, check and acceptance down to handing it over 
for use. The project is expected to be completed in due time in July t 
year. 


All ground work for the Nanning-Beihai microwave communications project 5 
expected to be finished in the first quarter of next year, and the line will 
be ready for use at the end of June. Its total length will be 184 km, and the 
investment will amount to 5.5 miillix ian. On 20 August ground was roken 
and the foundation laid for the idnotery Beihai microwave communications 
building; work on the substations along the line was started earlier. The 
installation of this 3-wave duct 1,860 line microwave communications circuit 
will greatly improve Beihai'’s communications with the outside world. 


The feasibility study report on the construction of the Qinzhou-Beihai railway 
has already been submitted to the State Planning Commission by the | 








Autonomous Region Planning Commission, and has been accepted as an itr 
local railway construction to be carried out. The Nanning-Fangcheng raiiway 
will be completed in 1986, and the Second Bureau of the Ministry of Railways 
has concluded an agreement with the city of Beihai, according to which, after 
approval by the State Planning Commission, the work force now working < 
Nanning-Fangcheng line will soon be transferred to begin work on the Qinzhou- 
Beihai railway line. Once started, this line of somewhat over 110 km can be 
completed in 2 1/2 years. 


The highway between Nanning and Beihai was originally a third grade highway 
(parts of it fourth grade). The Bureau of Communications of the Autonomous 
Region plans to rebuild it into a second grade highway before 1989. Relevant 
survey and design work has already been started. 


As to electricity and water supply: the construction of a 110 kV transformer 
will be started this year. After completion in the 2d quarter of next year, 
Beihai's power supply will be increased to 40,000 kW. A new waterworks wi 

a daily capacity of 50,000 tons and the laying of pertinent pipes is about to 
be started, so that additional water can be supplied as from the end of April 
next year. 


Moreover, an intensive effort is made to build several high-class and medium- 
type tourist hotels. The Huagiao Hotel, built with an investment of 7.6 
million yuan, with 152 guest rooms and 8 stories high, will be the first to 
open for business in October this year. The gorgeous Huada Hotel, built at a 
cost of $5.2 million, jointly invested by the city's Economic Development © 
and the Fuxiang Co, Ltd. of Hong Kong, will be an international four-star 
garden-style hotel. It will occupy 18,900 sq m, and its 100 guest rooms may 
be ready for occupation at the end of this year. The Nanzhu Hotel, occu; 
21,000 sq m, with 300 guest rooms and 21 stories high, is being built with 
total investment of 25 million yuan. Basic construction work has already been 
completed. The Guangxi Construction Engineering Co has invested 8 million 
yuan in the construction of the 19-story Zhenhua Mansion, which has had its 
roof up in the last week of September and will be fully completed at the end 
of this year. The Beihai Guest House (originally the municipal guest house) 
consists of several multi-storied houses which are now one by one being 
refurnished and renovated. Each house will have air conditioning, telephones, 
carpets, colored television, etc., obviously a much improved facility for our 
guests. 


The gradually improving investment environment of Beihai is attracting mor: 
and more investors. Up to the end of August of 1985, altogether 1,703 persons 
in 189 groups have come to Beihai from over 20 different countries and 
territories for investigation, inquiries and business discussions. From June 
last year to the end of July of this year, Beihai Municipality has examined 
and approved a total of 35 Chinese-foreign (which, here and below, includes 
Hong Kong and Macao) joint ventures, cooperative and solely foreign-financed 
enterprises, involving a total investment of $23,070,000. Foreign investments 
account for $15,310,000, or 66 percent of the total investments. Among the 
projects, 7 were for industrial production, 9 were in the field of 
transportation and motorcar repair and maintenance, 3 were for tourist hotels, 
4 for recreational and amusement projects, 8 for trading companies and 4 for 








some other purposes. Up to the end of July, altogether 16 projects witt 
foreign investments were already in operation, representing an investmert of 
more than $3,380,000, of which over $1,620,000 were foreign investments. 
Fourteen contracts for the importation of technologies and equipment have been 
igned with foreign parties, involving a total investment of more than 
$4,470,000, among these, deliveries have already taken place of the following: 
importation for a plastics factory of a production line for the manufacture of 
polyethylene and polypropylene bags with an annual capacity of 1,000 tons; for 
printing plant the importation of the entire equipment for electronic 
colorgraph plate making for high speed offset printing; importation for the 
Beihui Trading Co of the equipment for the development of color photographs; 
for a construction company the importation of machinery and equipment for high 
rise constructions; for a box-making factory the importation of a production 
line for the semi-automatic manufacture of cardboard boxes, such as the SA-2 
singly-connected machines with an annual capacity of 1.5 million sq m; for an 
aluminum products factory the importation of extrusion presses with an annual 
production capacity of 2,000 tons; for a clothes factory the importation of a 
production line with an annual capacity of 3 million items of clothing 
(foreign-style clothing and shirts). Part of these items ere already in 
production. The transformation of old enterprises shows initial successes. 
Suring the period from January to August of 1985, the total industrial output 
value of the whole municipality increas*i 70.6 percent compared to the 
corresponding period of last year, and the fiscal revenue relative to the 
local budget increased 1.4 times compared to the same period last year. The 
total value of exports through Beihai port amounted to $37,800,000, an 
increase of 72 percent compared to the corresponding period last year. 


As to the linking up with the interior of the country, up to the end of August 
this year, 3,625 persons in 454 groups from departments of the central 
authorities, from more than 10 provinces (autonomous regions) and various 
prefectures, cities and counties visited Beihai (this covers official groups 
and not general business traffic). The municipal government approved i735 
projects of linkages with places in the interior, which were reported to 
higher authority as involving investments of a total of 394,490,000 yuan. 
Among these, there were 22 industrial projects, 12 engineering design 
projects, 23 construction projects, 18 projects for the production of 
construction materials, 85 commercial and trading projects, 13 hotel and 
tourism projects and 5 technology projects. 
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ECONOMIC DEVELOPMENT ZONES 





{ANTAL INCREASES EFFICIENCY IN CONSTRUCTION 


Jinan DAZHONG RIBAO in Chinese 9 Sep 85 p 2 


(Article by Gao Binglin [7559 3521 2651]: " "Mount the Horse’ To Start 
construction of the Development Zone, ‘Wield the Whip’ in the Transformation 
of the Building Industry--Inviting Tenders ior Design and Execution of Yantai 
Development Zone Construction Results in Shorter Wor« Tiwe and Lower Prices") 

[Text] In the construction of the Yantai economic development zone, the old 


method of administratively entrusting design and execution of work, and having 
yn outfit alone in charge of the operation, was changed by inviting tenders 
for the whole process from planning and design down to the execution of the 
entire work, calling three times for tenders in items related to the design 
and eight times in items related to the execution of the work. This method 
achieved conspicuously beneficial results for the whole engineering project. 


It raised work efficiency and retained the initiative in the engineering 
roject. The Engineering Project sign Institute of Tianjin Municipality 
contracted to prepare the working drawings for tie rvadved of the eastern 
outer circular railroad, which normally would have required 2 months, but was 
accomplished in 8 days, due to the employment of the public bid method. 


Work was executed in high quality and in short time. By inviting tenders, the 
most competent people came together and the best of these were finally chosen. 
The units in charge of the work, in order to complete the work ahead of time, 
and striving to be victorious in the next bid, entered the competition with 
the best equipment and fastest performance, and three items of the project 
were completed ahead of time. The Mechanization Company of the Jinan Railway 
Administration won the contract for the engineering work building the roadbed 
of the southern sector of the eastern outer circle railroad, which normally 
would have taken half a year to complete, wus completed in only 406 days. 


Construction costs were held down and construction capital was saved. The 
charges for the design and execution of work by those who won the bids were 
generally comparatively low. Some charges were only 70 percent of standard 
charges prescribed by the state. In design fees alone, the construction of 
the economic development zone saved the state more than 1.5 million yuan, and 
in earthwork charges 10 million yuan were saved. 
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ECONOMIC PLANNING 


OUTLINES SKETCHED FOR DEVELOPMENT OF WESTEPN CHINA 


Hons Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 40, 7 Out 85 p 
25 


\Article by Xiao Yin [5135 7299]: "China Explores Strategy For Developing Its 
Western Region") 

[Text] After the Central Committee put forward a strategic policy for 
"shifting the emphasis of national economic development to the west by the end 
of this centvry or the beginning of the next century,” an increasingly thick 
atmosphere o% discussion on development of the west pervaded China from top to 
bottom. Ir mid-August, 11 provinces and regions in western China, as well as 
central government departments concerned, plus srecialists, scholars and high 
ranking officials from eastern areas numbering nearly 500 delegates converged 
on the strategic city of Lanzhou in the northwest for the purpose of 
conducting an exploration and an exchange of ideas on the economic development 
of the western region. In the course of the conference, delegates put forward 
tentative ideas about the macroeconomic development of the western region and 
conducted topical discussions on communications, energy, agriculture, funds 
and enterprises as well as on labor resources, education of personnel 
cooperation and an opening up between the eastern and western regions, and 
minority nationalities. 


China's western region includes Shaanxi, Gansu, Ningxia, Qinghai, “Xinjiang and 
Nei Monggol in the northwest, and Sichuan, Yunnan, Guizhou, Xizang and Guangxi 
in the southwest for a total of 11 provinces and regions. 


The west is a vast region covering an area of 6.15 million square kilometers 
with a population of more than 290 million. This is the main area in which 
China's minority nationalities live in compact communities. 


The western region is a valuable one for China in which resources both above 
and below the surface are extremely abundant. In terms of agriculture, this 
area has large amounts of cultivatable wasteland, 200 million mu of it in 
Xinjiang Province alone, equalling one-tenth of the existing amount of 
cultivated land in all of China. The animal husbandry industry also holds 
vast prospects for development. Mineral resources are abundant in the western 
region, and run the gamut of varieties. Preliminary statistics show proven 
reserves of coal, petroleum, natural gas and water energy in the westerr 
region that convert to approximately 57 percent of the total amount of 


21 








standard coal in the whole country. Ferrous metallurgical ores including iron, 
Manganese, chromium, vanadium and titanium amount to 30.3 percent of the 
national total. Eleven non-ferrous ores including copper, lead, zinc, aluminum 
and nickel account for 26 percent of the total; mercury, silver and gold 
resources account for 70 percent of the total; and this is the major area for 
China’s reserves of rare metallic ores including niobium, tantalum, 
strontium, rare earths and beryllium. It contains more than 63 percent of the 
country's phosphorous, sulfur and Glauber's salt, which are major industrial 
raw materials. A very large potential exists for development of wind and solar 
energy. 


After more than 30 years of large scale construction, the western area 
posseses a certain material and technical fcundation. Nevertheless, because of 
geographic, historical, natural and social factors, overall the western region 
remains a relatively economically undeveloped region of China, and the gap 
between it and economic development of the east is becoming ever wider. This 
is manifested primarily in the following several regards: 


1) Most parts of the west are located on inland frontiers where the natural 
environment is fairly poor, where difficulties in developing resources are 
very great, and where the ecology has deteriorated in some areas. 


2) The level of economic development of the west is relatively backward. In 
1983, the per capita gross output value of industry and agriculture was. only 
64 percent that of China as a whole, and per capita earnings were only 66 
percent that of the country as a whole. In addition, development within the 
region is extremely uneven. 


3) The proportion of large enterprises operated by the cental government is 
high; however, the degree to which they have blended into the local economy is 
low. Though central government enterprises are out of kilter with the local 
economy in other regions as well; nevertheless, this is particularly the case 
in the west, and the prceblems it occasions are also serious. 


4) There is great reliance on the national treasury; however, ability to use 
funds is relatively low. The western economy has relied on subsidies from the 
national treasury for a long time. In 1934 alone, subsidies amounted to 11.3 
billion yuan, approximately 46 percent of the west's financial expenditures 
for the year. Yet, credit funds are relatively easy to come by in the west. 


5) Conditions for interrelated economic development are rather poor. Take 
transportation, for which the utilization rate for existing facilities is 
fairly low. In 1983, the railroad operating distance per 10,000 square 
kilometers in the 11 provinces and regions of the west was only 24 percent 
that of the east, and highway distance was only 27 percent that of the east. 
Postal roads were only 25 percent as long as in the east. The level of basic 
facilities was low; transportation was not convenient, and information could 
not flow smoothly. 


To change the backward situation in the western region and develop the west, 
in recent years Chinese leaders Hu Yaobang and Zhao Ziyang have made several 
fact-finding trips to many provinces and regions in the west. They have 
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pointed out that the western region will be a major base for China during the 
21st century, and preparations should be made now for that time. The most 
important preparation is funds; however, investment cannot be great at the 
present stage. Most important is the accumulation of funds and the drawing up 
of plans including regional plans and overall plans; doing a good job of 
prospecting and making preliminary preparations for major projects, and 
accelerating the training of technical and managerial personnel to make the 
most of the region's strengths, develop farming and animal husbandry, plant 
grass and trees, raise the standard of living, and especially to solve the 
problem of sufficient food and clothing. Relations between the eastern and 
western parts of the country shuld be on the basis of equality and mutual 
benefit, and ways should be considered for cooperation with every part of the 
country, etc. 


China's leaders have gained the support of experts, scholars and local 
government officials for their strategic concept of developing the west. They 
believe that accelerated development of the economy of the western region is 
of important strategic significance for achieving the strategic objective of 
quadrupling the gross output value of industry and griculture by the end of 
this century, for raising the standard of living in needy areas, for 
Strengthening unity among nationalities, and for consolidating national 
defense. At the same time, vicwed in terms of the long-term goals of Chinese 
economic development, during the end of this century and the beginning of the 
next, the focus of economic development must shift to the west. Only through 
exploitation of the west's abundant resources, fundamentally changing the 
historically distressed and backward conditions in the west with its large 
land area and sparse population and poor natural conditions, and continuing 
development of the economy of the cast can China have a solid foundation and 
reliable assurance of being able to catch up with developed countries during 
the next century. 


They suggested that development of the west should begin in the following 
ways: 


The key to further development of the economy of the west lies in changing the 
previous infusions from the outside and strengthening the west's internal 
growth performance, combining outside aid with internal efforts to spark the 
west to develop itself. 


Establishment of a "China Western Development Bank." Such a bank would be a 
financial institution that did not have making profit as its goal. Its main 
source of funds would be some of the disbursements of a financial nature that 
the central government is currently sending into the western region, 
amalgamating other channels for infusions of funds, and use of its 
organizational functions to open sources of funds for the economic development 
of the western region. 


Genuine impetus to east-west economic exchanges. The western region has to 
open the door wide to the better economically and technically developed 
eastern region, attract investment and cooperation, and use the east's funds 
and skills to develop the western regions copious resources, using its own 
resources to support the east at the same time. 
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Make the most of the strengths of large western enterprises. Large enterprises 
Should be enlivened and the most made of their strengths to stir the loca! 
economy to rapid development. 


Development of farming and animal husbandry, planting of grass and trees, and 
revival of the ecological balance. First the masses have to have enough to eat 
and wear, changing their deprived conditions. 


Opening toward the outside. There should be active launching of economic and 
technical cooperation and trade relations with the USSR, eastern Europe, 
Central Asia and the Middle East, with a restoration of the "Silk Road." 
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JPRS*CEA=86-062 
22 May 1986 


AGGREGATE ECONOMIC DATA 


NATIONAL INCOME, OTHER STATISTICAL DATA, 1978-1984 
Beijing TONGJI [STATISTICS] in Chinese No 8, 17 Aug 85 pp 47-48 
[Text ] China's National Income Statistics 
(Calculated in Current Prices) 
Unit: 100 million yuan 


1984 1983 1978 %-1984/1983 4%=1984/1978 


1. Gross National Income 5,643 4,730 3,010 113.9 161.7 
2. National Income Spent 5,542 4,779 2,975 113.9 160.0 
3. Total Consumption 3,815 3, 358 1,888 112.0 173.7 
Residents' Conswaption 3, 365 2,957 1,673 112.0 169.5 
Social Consumption 450 401 215 111.5 205.0 
4, Residents’ Consumption 327 290 175 110.9 156.4 
Level (Yuan/Per Capita) 
Peasants 235 265 132 111.8 170.7 
Non-Peasant Residents 523 584 383 108.7 127.2 
5. Total Accumulation 1,727 1,421 1,087 118.6 136.2 
Fixed-Asset Accumulation 1.448 1,125 783 124.9 157.6 
Liquid-Asset Accumulation 279 296 304 95.0 82.9 
6. Rate of Accumulation (4%) 31.2 29.7 36.5 


Note: 1. National income, consumption and accumulation of 1984 are preliminary 
Statistical figures which are greater than the estimates in the "1984 
Bulletin of Statistics on the National Economy and Social Development." 

2. Development rate is calculated according to comparable prices. 
3. Accumulation rate is the ratio between total accumulation and the 
amount of national income spent. 
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National Fixed-Asset Investment and the Acreage of Buildings Completed in 1984 


Nation's Total 
. State-Owned Units 


Capital Construction 


Transformation and 
Other Measures 

. Collectively-Owned Units 
Urban Areas 

Rural Areas 


Urban and Rural Residents 


Urban Areas 
Rural Areas 


Investment 
(100 Million Yuan) 


1,832.87 
1,185.18 
743.15 
442.03 


238.69 
63.86 
174.83 
409.00 
29.89 
379.11 


Housing 

465.61 

134.50 
34.37 


30.27 
12.23 
18.04 
266.47 
27.09 
239.38 


Buildings 


Completed 


(10,000 Sq Meters) 


106,586.7 
20,265.2 
13,809.1 

6,456.1 


14,959.8 
1,943.6 
13,016.2 
71, 361.7 
4,507.8 
66,853.9 


Housing 


4,035.8 
772.3 
3,263.5 
61,873.9 
4,035.5 
57,838.4 


The Number of Consumer Durable Goods Owned by Society in China 


. Number Owned 

by Society 
Sewing Machines 
Wrist watches 


Bicycles 


Electric fans 
Washing Machines 


Refrigerators 


TV 


Recorders 


Radios 
Cameras 


- Number Owned 
per 100 Persons 
Sewing Machines 
Wrist watches 


Bicycles 


Electric fans 
Washing Machines 


Refrigerators 


TV 


Recorders 


Radios 
Cameras 


Unit 


Late 1978 


7.8 


26 


20.2 5.1 


Late 198 


National Urban Rural National 


30,092 1 


mM 
Urban Rural 


3,665 5,076 


3,626 16,466 
8,120 11,287 
3,341 999 
1,660 268 
140 42 
3,815 948 
1,769 543 
6,883 15,490 
824 159 
18.6 641 
69.2 19.7 
41.2 13.5 
17.0 1.2 
8.4 0.3 
0.7 0.1 
19.4 1.1 
9.0 0.6 
35.0 18.5 
4.2 0.2 








Per-Capita Consumer Goods Consumption of Urban and Rural Residents in China 


Cereal 
Vegetable Oil 
Pork 

Beef & Mutton 
Poultry 


Fresh Eggs 
Aquatic Products 
Sugar 

Cigarette 

Wine 


Salt 

Cotton Cloth 
Cotton-Chemical Blend 
Chemical Fiber 

Wool 


Silks & Satins 
Knit Underwear 
Knitting Wool 
Shoes 

Matches 


Soap 
Coal 
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1978 


Unit National Urban 


Jin 390.92 
Jin 3.19 
Jin 15.34 
Jin 1.50 
Jin 0.87 
Jin 3.94 
Jin 7.00 
Jin 6.84 
Carton 30.82 
Jin 5.14 
Jin 16.69 
Chi 19.97 
Chi 4.14 
Chi 

Chi 0.25 
Chi 0.84 
Piece 0.73 
Jin 0.06 
Pair 0.91 
Box 18.65 
Cake 4.02 
Jin 210. 31 
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410.58 
8.21 
27.39 
2.36 
1.79 


3-93 
17.68 
16.29 
77.57 
13.38 


14.05 
31.32 
11.61 


0.80 


2.08 
1.35 
0.22 
1.99 
26.25 


14.71 
642.74 


1984 


502.68 
9.39 
26.03 
2.49 
2.70 


7.81 
8.71 
9.76 
55.47 
13.19 


16.62 
18.56 
10.11 
3.85 
0.77 


2.18 
1.27 
0.15 
1.30 
26.08 


6.84 
329.82 


Rural National Urban 


15.95 


Rural 


508. 34 


6.38 
23.35 
1.98 
1.99 


6.35 
5.80 
7.12 
46.57 
10. 36 


17.56 
17.39 
8.57 
3.13 
0.51 


1.69 
1.12 
0.08 
1.11 
24.08 


4.69 


759.05 228.65 











22 May 1986 


ECONOMIC MANAGEMENT 


RECOMMENDED REFORMS IN STATISTICAL SYSTEM 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 40, 7 Oct 85 
pp 26-27 


{Article by Huang Liangwen [7806 5328 2429]: "Problems in Reform of China's 
Statistical System"] 


[Text] A statistical management system includes establishment of statistical 
organizational forms, a structural set-up, a delineation of rights and 
responsibilities, and a statistical methodology. All these things are of 
importance for smooth execution of statistical work, for effective gathering 
of all kinds of data, and for completion of statistical assignments. If the 
statistical management system is in good order, it will further the completion 
of statistical work. Conversely, if the statistical management system is not 
suited to the needs of circumstances, it will impede statistical work. The 
management system that a country should adopt depends on its economic system; 
however, it will also be related to socio-economic development. The 
statistical management system has to be in keeping with the economic system of 
the entire country, It has to be readjusted and reformed promptly as_ the 
economic system changes. This is the only way to imbue the statistical system 
with new vitality. 


Setting Up of a Statistical System 


Since the birth of the new China,public ownership of the means of production 
has been established, and the economy has revived after a short period of 
time. For the first time in history, it has been necessary to organize the 
entire national economy and develop in a planned, step-by-step way large scale 
economic construction. In a planned economy, statistical tasks are 
prominently manifested in the launching of comprehensive surveys and analyses 
of the national economy to serve national economic plans. 


This need requires establishment of a powerful, centralized statistical system 
that is nationwide in scope. On the one hand, this system has to be compatible 
with plan management; on the other hand, it has to be independent of planning 
organizations. By compatible with plan management is meant that in principle 
wherever there are plans, there should be statistics. The purview of 

statistics is somewhat broader than plans; nevertheless, some statistical 
indices are for the purpose of checking plans. Statistical indices used for 
checking plans must be strictly synonymous with plan indices. Statistical 
organization has to be independent from plan organizations. This is because 
plans are policy mechanisms while statistics are mechanisms that provide 


28 











information. Maintenance of independence benefits the provision of objective 
data, but statistics are also mechanisms for checking and supervising plans, 
and maintenance of independence can help avoid interference from those who 
carry out plans. Back in August 1952, China set up the State Statistical 
Bureau as the official organization for national statistical work. Every 
province and municipality set up a statistical bureau; prefectures and 
counties set up statistical bureaus (or sections); and grassroots level 
enterprises set up statistical sections (or units), all of which were under 
the professional leadership of the State Statistical Bureau. The State 
Statistical Bureau made provisions for cadre staffing and for its occupational 
expenses, insuring that statistical channels throughout the country would 
remain open. 


The local statistical organization includes provincial and municipal, 
prefectural, and county statistical organizations. Though these are branches 
of the State Statistical Bureau, they are also an integral part of local 
people's governments. In addition to being responsible for the nationwide 
Statistical tasks of the State Statistical Bureau, they also have to do local 
Statistical work, providing statistical data to leaders at all levels and 
acting as staff officers to the local government. In many places, statistical 
duties are not those that the State Statistical Bureau is able to undertake, 
so national and local statistical units have problems with unified leadership 
and level by level control. This is to say that some jurisdiction has to be 
placed under local control, allowing local statistical units to carry out 
their own statistical work in accordance with special local situations and 
needs while not violating the principal of centralization and while assuring 
completion of state statistical tasks. We have organized in accordance with 
the principles of unified leadership and level by level control, so the 
statistical system from the central government level to the local level is 
termed the state statistical system. 


In addition to the state statistical system, there is a statistical system in 
operating units. Statistics in operating units are linked to the needs of 
operating units in performing their own activities, thereby becoming major 
means by which operating units exercise control over plans and control over 
operations. Thus, this is not something for which the State Statistical Bureau 
should be responsible. Nevertheless, statistics from operating units are also 
a major source of statistical data on which the state statistical system 
draws, so operating units must do their statistical work under guidance of the 
unified principles used by the state statistical system. There must be a 
cooperative division of labor, a common sharing, and all-round completion of 
state and operating unit statistical tasks under the unified 

state statistical organization. 


The basic statistical method corresponding to this centralized statistical 
system is a comprehensive periodic reporting system. The so-called 
comprehensive periodic reporting system means to provide the state and all 
levels of leadership with statistical date at regular times from top to 
bottom, in accordance with uniformly prescribed state reporting criteria, 
requirements, format, reporting procedures and times. Since the purview of 
periodic reporting varies, and because of distinctions in basic reports on 
the national economy and reports on particular fields, reports are divided 
into overall reports and reports on specific fields. Nevertheless, all must be 
drawn up in accordance with law following certain examination and approval 
procedures. Since major activities in the national economy have to be put on 
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the path of national plan, and since departments and areas are tasked with 
state planning, statistical reporting data is collated level by level, and 
leaders at all levels need this to check plans. Periodic reporting is not only 
a method for collecting statistical data, but is also a regular reporting 
system that lower levels use to report to higher levels. It has become an 
integral part of the planned economic system. Since the subject matter and 
reporting times for periodic reports are uniformly prescribed by the state, 
and since figures in reports are based on day-to-day first hand records, 
generally speaking, the uniformity, timeliness and reliability of reported 
data can be pretty well assured.Although China's statistical system has 
sustained numerous setbacks and interference, and even damage, over the course 
of more than 30 years, overall there still has been fairly unanimous 
agreement that a socialist economy needs a centralized statistical system that 
includes uniform programs and policies, unified leadership, that organizes a 
statistical network according to unified principles, that has a centralized 
corps of specialists, and that uses a unified statistical system etc. 
Establishment of this system lays a foundation for complete record keeping 
throughout the national economy. 


Reform of the Statistical System 


Establishment of a statistical system founded on a comprehensive reporting 
system that is in keeping with plan management also has its shortcomings. The 
basic task of socialist statistics is statistical surveys and statistical 
analyses of the status of development of the national economy and society to 
provide Statistical data and for exercising statistical supervision. 
Comprehensive calculations on the national economy and the reporting of 
objective socio-economic objective realities is much wider than the purview of 
state plan activities. In fact, a socialist economy remains a commodity 
economy in which not all commodity production and consumption activities can 
be made a part of national plan; a considerable portion must rely on market 
regulation. In some economic areas, planning is weak; nevertheless, 
statistical work has to be intensified. In some areas to which planning does 
not extend, statistics have to be compiled. These contradictions have become 
more apparent in recent years of major changes in the economic system. 


1. The general spread in rural villages of contract responsibility systems 
linked to output has meant a change from the 5 million production teams that 
were previously the bulwark of agricultural production to 185 million 
individual peasant households. In addition, another several million individual 
specialized households have appeared throughout the country. Rural 
villages have developed from undiversified agriculture to diversified 
agriculture, from self sufficient and semi-self sufficient economies to 
commodity production, and from traditional agriculture to modern agricultural 
production. Despite the dispersal of production operations, relations among 
the country, collectives and individuals have become more complex. The overall 
agricultural reporting of the past that was based on the account books of 
production teams and stations is no longer appropriate in gaining an 
understanding of agricultural production and the status of the rural economy 
under these new circumstances. 


2. With reform of the urban economic system, more than 1 million urban 
industrial, construction, transportation, business and service enterprises 
have become relatively independent economic entities with authority to select 
flexible and diverse methods of operation and set up their own production, 
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supply and marketing activities. As avenues for employment have opened up, 
households of various kinds have come into being. Many households are both 
consumer units and production units. New changes have occurred in the income 
and expenditures of residents. In view of the many types of economy in 
cities, their different methods of operation, their numerous channels for 
circulation, and the diverse make-up of consumption, reliance on overall 
reporting will likewise not meet needs for understanding the urban economy and 
comprehending changes in markets and residents' consumption. In the 14 
coastal cities that have been opened to the outside world and in the four 
special economic zones, the state has adopted special policies and flexible 
measures for the introduction of foreign capital, equipment, techniques, and 
enterprises operated through joint or individual ventures to develop the 
economy. It is even more necessary to have new methods for statistics in these 
areas. 


The foregoing situations show a very great expansion in the information that 
statistics have to provide. The former statistical system that served 
planning and served higher authorities, and that was characterized by a 
statistical reporting system is very inadequate now. Reform of the statistical 
system has to meet the needs of economic system reform and a statistical 
System that is consistent with China's realities and is uniquely Chinese in 
character has to be set up. 


1. Not only it is necessary to bolster the statistical system's reporting from 
top to bottom, but it also necessary to establish and strengthen the 
Statistical system's specialized corps of investigators from top to bottom. In 
January 1984, the State Council (in its Decisions on the Strengthening of 
Statistical Work) proposed the establishment throughout the country of two 
sampling corps, one for cities and one for rural areas. The State Statistical 
Bureau set up a survey corps headquarters, and each province, municipality and 
autonomous region, as well as counties concerned set up survey teams 
responsible for surveying rural agricultural output, rural households, rural 
socio-economic surveys, urban household surveys, survey of retail price 
indices, and survey of cost of living indices. This was yet another important 
channel of statistical information, and this system's statistical duties will 
gradually increase in the future. 


2. Not only should the state statistical system be strengthened, but the 
statistical system used in operating units should also be bolstered. As a 
result of changes in the economic structure and the emergence of new 
industries, lateral liaison among different trades and industries has become 
more complex. Study of new circumstances and new problems requires that 
operating unit's statistical systems be improved to take on the burden. 
Strengthening of the statistical system in operating units includes 
improvement of statistics in specific fields and expansion of new statistical 
units. For example, tourism statistics, statistics on foreign economies, 
special zone statistics, statistics on economic results, as well as statistics 
on national income and gross national product ete have to be founded on the 
enhancement of statistics from specialized units if they are to have a 
reliable basis. 


3. A shift from "closed" statistics to "open" statistics. This means that 
statistics have to change from solely serving leading organizations and become 
geared to the whole society. Under a system in which policy decisions are made 
at several levels, statistical work has to serve the policy decisions of units 
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at all levels, serve administration and management of grassroots enterprises, 
and serve the whole society. Some services will be provided free of charge; 
others will be paid for. The socialization of statistical information has to 
be improved. 


4. A shift from traditional handicraft industry statistical techniques to 
modern techniques includes establishment of automated systems for national 
statistical information that calculate, transmit and duplicate in a continuous 
operation. 


Several Problems Requiring Study in the Course of Reform 


For statistical units to become real centers of socio-economic information, 
and to insure smooth reform of the statistical system, several 
problems have to be solved and necessary conditions created. 


1. Establishment and perfection of a bookkeeping system for the national 
economy. If statistics are to provide more abundant data and satisfy the needs 
of many users, expansion of sources of statistical information, changes in 
the statistical information mix, and improvement of the content of statistics 
from specialized sectors is imperative. But from the standpoint of 
national statistics, even more pressing is the need to set up and perfect a 
record keeping system for the national economy that fully reflects the process 
of socialist reproduction and reflects progress and results from reform of the 
economic system. In launching this work, useful experiences with two 
bookkeeping systems already in existence internationally should be looked 
into, namely the western world's "National Accounts Bookkeeping System," and 
the eastern world's "National Economic Balance Sheet System." This should be 
linked to China's realities for the establishment of a unified national 
economic bookkeeping system of its own. This work should be done as a matter 
of urgency. 


2. Coordination and standardization of national economy bookkeeping. 
Bookkeeping in a socialist economy consists of record keeping for plan, record 
keeping for statistics, recording keeping for accounting, and record keeping 
for operations. They reflect different profiles of social production and 
operations. Unified regulations have to be made for different bookkeeping 
systems, methods of calculation for quota systems, and tailored coding 
standards, and they have to be standardized. In this way, contradictory 
figures may be avoided and both data and first hand records can be mutually 
useful for an improvement in the applicability of data. Coordination and a 
division of labor for different kinds of bookkeeping can also save labor and 
are important ways of making use of information. Since various kinds of 
bookkeeping are done in different units that are subordinate to different 
systems, the coordination and standardization of bookkeeping for the national 
economy has to be undertaken by leaders at a higher level. The State Council 
has already set up a leadership team for unified bookkeeping standards for the 
national economy. It is responsible for setting up throughout the country of a 
unified and scientific bookkeeping system for the national economy, for 
formulating discrete standards and major indicators, and for coordinating 
statistical, accounting, and operating record keeping systems, statistical and 
plan indicator systems and methods to be used for making calculations and for 
discrete indicators to tie everything together. This is an extremely important 
mission. 


32 











3. Setting up of a complete statistical legal system. "The People's Republic 
of China Statistics Law" has been promulgated. It provides ways in which laws 
may be used for the basic mission of statistical work, statistical control 
systems and statistical organizational methods; it guarantees the obligations 
and rights of statistical organizations and personnel engaged in statistical 
work; and it makes clear relationships between higher and lower levels in 
statistical work, leaders and followers, and surveyors and the surveyed. This 
is a foundation for the statistical system. Very great efforts will still be 
required to strengthen steadily and to perfect statistical laws. 
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22 May 1986 


ECONOMIC MANAGEMENT 


REFORM OF PRICING, PKICE CONTROL SYSTEM DISCUSSED 
Fuzhou FUJIAN LUNTAN in Chinese No 11, 1985 pp 8-12 


{Article by Huang Xuji [7806 1645 3875]: "Several Questions on Reforming the 
Price Control System of Supplies") 


[Text] The reform of the pricing system of supplies is an important part of 
the pricing system as a whole and a key to invigorating the economy of 
supplies. In the reform of the pricing system of supplies, we should emphasize 
the reform of the price control system of supplies and consider it the 
prerequisite and condition for launching the reform of the pricing system of 
supplies in an effort to alleviate contradictions resulting from an irrational 
pricing pattern for supplies. 


1. Analysis of the "Pricing Method Based on the Calculation of Transfer Fees" 
Currently Used in China's Supplies Department 


For a long period of time, China's supplies have been supplied and circulated 
through different channels depending on the objects of sales and supply of 
Special, general and civilian supplies. Generally, there are three main 
channels: Supplies from supply and marketing companies under various 
industrial and transport departments, from supplies enterprises under special 
circulation departments and means of production companies under commercial 
departments, and from supply and marketing cooperatives. In regard to price 
control, except for commercial departments and supply and marketing 
cooperatives which use a different set of pricing methods, they still use the 
traditional pricing method based on the calculation of transfer fees, namely 
by adding transfer and management fees to producer prices set by production 
plants (or mines) with no consideration to profits and economic results, not 
to mention the duty to pay taxes. Their theoretical basis: because means of 
production circulated within state-owned units do not have the properties of a 
commodity, departments carrying such supplies as means of production for 
manufactured goods should be separated from state-run commercial departments. 
It was not until the 3d Plenary Session of the 11th CPC Central Committee that 
means of production were gradually accepted as commodities. It was not until 
1981 that the concept of profits was finally established and the tendency of 
supplies enterprises practicing the financial system of unified revenue and 
expenditures and eating from the "communal pot" of the state regardless of 
profits and losses was corrected. However, the current model of the price 
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control system of supplies is still based on producer prices and prices are 
still fixed according to previous fee standards except that while implementing 
this system we have adopted some measures to "relax control" and "delegate 
power" in addition to enlivening the circulation of supplies and opening 
markets for supplies: 1) Adopt floating prices on a trial basis, use ex- 
factory prices set by the state as a standard and allow the prices of 
designated varieties of supplies to float above and below the standard within 
a specified range. In addition, beginning 1 January 1984, "prices are fixed 
according to the quality and grade of supplies" and penalty prices are adopted 
for inferior products. 2) Allow above-plan supplies to be sold at whatever 
prices they were purchased plus the exact costs of circulation and a rational 
amount of profits. This improvement in the pricing principle of supplies 
departments and the "relax of control" and the "delegating of power" in 
Management have played an important role of promoter in stimulating 
circulation, enterprises and the prices of supplies. 


Judging from the theory of prices, the improved new pricing principle has 
failed to bring about a fundamental change in the traditional pricing system 
of supplies enterprises based on the calculation of transfer fees. It has 
served only as a stopgap measure, not a permanent solution. Generally 
speaking, it has not completely surpassed the boundary of unitary planned 
prices and it cannot give full play to the proper role and functions of 
supplies enterprises in the development of the national economy. As far as 
"state transfer prices," “local prices," "floating prices" and even 
"negotiable prices" are concerned, all prices are based on producer’ prices 
which are unilaterally set by production enterprises and therefore cannot 
correctly reflect enterprises’ vitality in management and the decision-making 
power they are entitled to in pricing. In other ords, the current supply 
prices of supplies have not breached the prohibived area of the "theory of 
fo;i-dation for stocking goods" and have negated the functions of the law of 
value in the field of circulation. 


Judging from the perspective of "rationality," the current pricing principle 
allows a "rational amount of fees and profits." The phrase "a rational 
amount" is very ambiguous from the perspective of quantity. Whether something 
is rational or not is a perspective of history. Once given social and 
historical conditions are removed, passing a correct judgement on whether 
something is rational or not will become very difficult. At the same time, 
"rationality" should be a summary and reflection of the existence of objective 
reality instead of an abstraction developed from theory. What is important is 
that it should be analyzed and compared through practice in light of the 
reality. Whether the pricing of supplies is rational or not must be tested 
with the "gold smelter" and "scale" of the market. Only by so doing: is it 
possible to judge correctly whether the aggregate value of society is adapted 
to the aggregate supply and demand. If supplies enterprises act as 
"matchmakers" in the course of exchanges, they are serving as bridges and ties 
that connect different industrial enterprises, rural and urban areas and 
production and consumption in the capacity of "legal persons." They are the 
continuation of production process. Buyers and sellers are alternated along 
with the exchanges of commodities (supplies) and currency. Marx once made an 
analogy: "Price is an “amorous glance" from a commodity to currency, 
indicating the limit on the transformation of currency--namely the quantity of 
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currency itself" (Das Kapital, volume 1, page 129). Prices reflect the 
relations between commodities and currency. Using this analogy, we may 
explain that the "two rationalities" pricing principle of supplies enterprises 
implies "amorous glances" from both buyers and sellers; otherwise, unilateral 
"rationality" will become shedding petals, the waterside flower, pining for 
love, while the heartless brook babbles on in "unrequited love." Both buyers 
and sellers must be willing to make concessions; otherwise, there will be no 
deals and the so-called "rationality" will become empty talk. I also think 
that in practicing the "two rationalities," supplies enterprises should focus 
energies on the rational calculation of fees, but current fee standards were 
established in the early 1960's when means of production were not considered 
as commodities, their application and distribution involved much red tape, 
central and local authorities were barricaded in management, there were many 
links but few channels and communications and transport conditions were very 
backward. There have been drastic changes since then. It is obviously 
irrational if we do not make new estimates through the market and continue to 
use the original fee standards. 


Now I will analyze the question of "rational earnings" of supplies 
enterprises. First of all, the phrase "rational earnings" has two meanings in 
theoretical circles. One is that earnings include profits and taxes and 
generally reflect the amount of surplus labor--namely the m part in the amount 
of value equation c + v +m. Another meaning is that the concept of earnings 
is similar to that of profits and, therefore, should exclude taxes. Taxes 
should be an independent factor aside from the value of commodities. I agree 
with the latter because the producer prices of production enterprises minus 
costs equals "gross profits" and "gross profits" minus taxes equals 
"industrial profits." Supplies enterprises do not pay taxes in the wholesale 
link. The word taxes in "substituting taxes for profit delivery" refer to the 
55 percent income taxes, levied by the state on enterprises’ profits. Such 
taxes were called direct taxes in the past and should not be ‘shifted to other 
links. Supplies enterprises only have to pay resale transactions taxes in the 
resale link. Because this item is not included in the "rational calculation 
of fees," I always consider the "earnings" and "profits" of supplies 
enterprises as synonymous. 


Now let us take a look at the quantitative limit of "rational fees and 
earnings." I think the final answer to this question lies in the sales profit 
rate. The pricing principle of "rational fees and earnings" did not have a 
quantitative limit until the State Supplies Bureau stipulated that the general 
level of the sales profit rate of supplies departments should be 3 percent. As 
we understand that this figure was fixed in accordance with the sales profit 
rates recorded nationwide by wholesale commercial units in the past few 
years. It basically conforms to the business style of supplies enterprises 
which seek the recovery of capital, small profits, large sales and quick 
turnovers. It also conforms to their business principle of serving production. 


Speaking in terms of economic theory, adding transactions profits to rational 
producer prices seems to be a reasonable way to set the supply prices of 
supplies. The function of commodity circulation is the necessary prerequisite 
for both the realization of the value and use-value of supplies and the 
aquisition of socialist profits; therefore, it is justified for supplies 
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circulation departments to participate in the distribution of socialist 
profits and gain a rational amount of earnings as Marx said: Commercial 
capital is "the circulation stage of industrial capital. Like production, it 
forms a stage of the reproduction process. Because of this, capital 
functioning independently in the circulation process, like other capital 
functioning in different production departments, must also provide average 
annual profits" (Das Kapital, Volume 3 Page 314). As for the question of 
whether or not the 3 percent sales profit rate of supplies departments has 
reached the level of the average profit rate of socialist funds, more 
calculation and comparison are needed. 


Means of production carried by commercial departments use the pricing method 
of commercial departments and therefore yield higher commercial profits. The 
question of profit distribution between industrial and commercial departments 
comes up when commercial departments set producer prices for manufactured 
goods. Their principle of profit distribution is "giving more to industry than 
to commerce," which probably is a reflection of "emphasizing production and 
ignoring circulation." Generally, profits are distributed 20:80 or 30:70 
between industrial and commercial enterprises (namely, 20 or 30 percent for 
commerce and 80 or 70 percent for industry). The computation of profits for 
distribution should cover links from production to wholesale. Industrial 
profits are the balance of producer prices minus production costs and taxes. 
Commercial profits are the balance of wholesale prices minus purchase prices 
and the expenses of wholesale stations and stores. This shows that commercial 
departments solve the industrial and commercial profit distribution problem 
before they set sales prices; therefore, if they tap internal potential, 
expand sales, speed up turnover, reduce circulation expenses and increase 
labor productivity, they will be able to gain extra profits. Now let us see 
how the supply prices of supplies are set. The formulas are as follow: 


Formula 1: 


Supply price = producer price x (1 x management expense rate) + delivery, 
transport and miscellaneous expenses + storage expenses + interest 


Formula 2: 
Supply price = producer price x (1 + general expense rate) 


Supply price is the price at which supplies enterprises supply production 
materials to user units, namely the final price of supplies leaving the field 
of circulation and entering the field of productive consumption. Although the 
pricing principle has been changed to "rational fees and earnings," fees and 
prices are actually set in accordance with the principle of "balancing revenue 
and expenditures" plus at most the concept of "small profits." The amount of 
profits and taxes is not clearly specified. Therefore, I suggest that the 
formula of supply price be amended as follows: 


Supply price of supplies = [(producer price + delivery expenses + storage 
expenses + management expenses) x (1 + interest rate)] / (1+ profit rate - 
tax rate) 
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This charging and pricing method includes not only the profits created by 
supplies enterprises by tapping internal potential, increasing production and 
reducing expenditures but also the 3 percent average sales profits of the 
general level set forth by the State Supplies Bureau, thus genuinely emboding 
the principle of "rational earnings." At the same time, we must point out that 
under the current pricing principle of "rational fees," general expense rate 
itself has not become a scientific concept. On the one hand, it is used to 
supplement circulation expenses; on the other, it becomes the profits of 
Supplies enterprises. As a result, it is a very confusing concept. 


26 Analysis of Shortcomings and Defects in the Price Control System of 
Supplies Based on Market Feedbacks 


Supplies markets are the summation of the exchange relations of supplies and 
the major elements of the external environment of supplies enterprises. 
Through market feedback and the understanding of market trends and supply and 
demand situation, we can see the shortcomings and defects resulting from 
excess and overcentralized control in China's current price control system of 
supplies. Such shortcomings and defects often cause prices to separate from 
value and cause planning to separate from the market and fail to correctly 
reflect supply and demand relations. Moreover, the fact that China's 
commodity economy is underdeveloped and newly openned supplies markets. still 
lack an information network and free circulation channels has caused more 
prominent contradictions ffor price control. According to some findings of 
investigation, such contradictions can be classified in the following five 
categories: 


A. “Loss of control over prices." In the course of the pricing reform of 
supplies, attention should be paid to the problem of losing control over 
prices. The price of means of production occupies an important position. It 
performs the function of linking production plants and users' productive 
consumption and realizing value and use value. It is an indispensable part of 
production process and considered as "the activity of production." Therefore, 
the price of supplies should not be like a "runaway horse"--without control. 
It should not be allowed to run wild or soar blindly on the market; nor should 
it be allowed to affect other production departments through spontaneous chain 
reactions, because it eventually will be reflected on the price of final 
products--daily consumer goods. 


Currently, the most serious problem of losing control over the prices of 
supplies is demonstrated by steel products. Apparently, the trend of 
continuously soaring prices has not been stopped in the past 6 months. It is 
reported that among the quotations of supplies under market regulation markets 
in 18 large and medium-sized cities in the country, the price of wire rods 
quoted by some provinces and municipalities in eastern China is the highest 
throughout the country. The price of 6.5-mm wire rods is as high as_ 1,920 
yuan per ton, twofold more than the planned price. The skyrocketing of market 
prices caused by a loss of control over prices not only runs counter to. the 
principle of stabilizing prices but also will seriously hinder the normal 
operation of production and construction. Resolute measures must be quickly 
adopted to suppress this tendency of price increase. 
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B. “Varied prices for one product." During current market feedbacks, this 
problem has also evoked much controversy in society. Supplies are commodities 
requiring relatively extensive planning and due to the stifling control over 
the unitary prices of traditional planning system, it is impossible to 
invigorate the circulation of supplies. But, after all, supplies are not 
final products and it is impossible to compare them with fresn and live 
commodities whose prices vary from moring to night. Unpredictable prices of 
supplies can create difficulties for production enterprises in cost 
accounting. Supplies enterprises are the major channel of special 
circulation. They should vigorously organize resources, participate in market 
regulation, use the price lever to regulate market supply and demand and 
stabilize market prices and ensure that supplies markets are stimulated but 
not disrupted, flexible while being stable and under control while being 
flexible. Therefore, in business deals, it is improper to change prices for 
goods of the same quality produced by the same enterprises when dealing with 
the same customers on the same market during the same time period. This 
practice of "varied prices for one product" is likely to cause "under-the- 
counter" prices in the sales of supplies--namely, selling supplies to those 
with special connections at lower prices and selling supplies to those 
whithout connections at higher prices. As a result, some people can earn 
illegal income easily from the excess disparity of prices. Some can earn as 
much as 10,000 yuan in one deal by reselling what they just bought. 


C. "Empty quotations but no supplies." There used to be two slang expressions 
on the market: Merchants “do not worry about poverty when they have goods to 
sell" and they “can make a mountain with the goods they sell." These 
expressions cannot be used to describe China's current supplies markets. If 
there are only quotations but no supplies on the market, the sign of 
negotiable prices would be like a "bad check" and the participation of 
supplies enterprises in market regulation would not do any good in keeping 
high prices down and stabilizing markets. In March and April 1985, I visited 
several metal products trading centers and found that all of them had _ the 
phenomenon of “empty quotations but no supplies." Namely, they all had a sign 
that quoted negotiable prices but they did not have the goods to sell when 
consumers wanted to buy. 


D. "Plucking a feather whenever a wild goose flies by." This is one of the 
major contradictions between industrial and supplies enterprises currently 
existing in the circulation of supplies. Recently I read an article in a 
newspaper. It says: "Taking advantage of supplies in great demand under their 
control, some supplies enterprises collect fees indiscriminately and "pluck a 
feather whenever a wild goose flies by." For instance, a factory in Nanchang 
uses approximately 3,000 tons of aluminum each year. Originally, it purchased 
most of its aluminum directly from an aluminum plant at the list price and 
settled accounts with the plant at the same price. Now this factory still 
purchase aluminum directly from the aluminum plant, but it has to settle 
accounts with the plant through a third party--a supplies enterprise and pay 
the supply enterprise 2.5 percent of management fees which jack up the cost of 
aluminum by approximately 80 yuan per ton. Because of this, this factory 
demands that pricing departments raise the producer price of its product." 
For another instance, in order to suit the direction of the flow of supplies 
and reduce the number of intermediate links and transfers, a metal product 
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company, instead of having 300 tons of steel products delivered to its 
warehouses each year, askes users to pick up their goods directly from the 
Warehouse of its parent company at the provincial level. The provincial 
company will settle accounts with the prefectural company and the prefectural 
company will then settle accounts with the users. This has not only 
increased sales income but also shifted direct transport and miscellaneous 
expenses (about 41 yuan per ton) to the users. This practice is described as 
"diversion of business and goods and triangular settlement of accounts in 
which business travels in curves while goods travel in straight lines." This 
form does have something desirable, that is: Judged from the society as a 
whole, transport volume has been reduced and economic results have been 
increased. However, instead of having a fair share of benefits from reduced 
transport and miscellaneous expenses, the users have to pay for all of the 
expenses and remain silent about the phenomenon of "plucking a feather 
whenever a wild goose flies by" concerning supplies in great demand because 
they are afraid of losing the sources of such supplies. Therefore, some people 
say that if similar problems remain unsolved, the reform of the pricing system 
of supplies will meet definite resistance. 


E. "The boat goes up when the river rises." On the supplies market, the trend 
of buyer's market for means of production has been diminishing in recent years 
and prices for supplies in great demand have begun to soar. This evil wind is 
especially serious with steel products and automobiles. At present, a great 
deal of economic crimes involve steel products and automobiles. What causes 
such a phenomenon? It is caused by disorganized, not multiple, channels. It is 
caused by multiple levels, not few links. Fees and prices increase at each 
level as "the boat goes up when the river rises." Prices are exorbitant. For 
instance, Chongqing City once reported that steel products needed by its 
production enterprises came from 10 channels, whereas Jian which is a tiny 
city in Jiangxi Province has as many as 13 enterprises dealing with steel 
products. Since every industry, enterprise and every central and local 
authority has established a supplies supply and marketing company, certain 
goods, especially when in short supply, have to travel through numerous 
channels and pay a toll at each turn. As the reform of the economic structure 
progresses, adopting the pricing method based on the expenses of the links of 
circulation will inevitably encourage unnecessary price hikes for’ supplies, 
cause "the boat to go up when the river rises" and increase the burden of 
irrational expenses on users. 


3. Study the Orientation and Ways of Reform During Practice and Investigation 


Three of the four main contents of the first step taken in the pricing reform 
in 1985 are measures directly involving the prices of supplies: 1) Properly 
increase charges for short-distance rail transport. This is closely related 
to the increase and reduction of delivery expenses in the calculation of fees 
and prices for supplies. 2) Properly increase the disparity of prices for 
goods of different quality and in different regions, reduce and eliminate 
products of inferior quality and high prices and products unable to meet 
market demands. This is the central task of pricing according to quality to 
be carried out now by supplies enterprises. 3) Allow part of the important 
means of production such as raw and semi-finished materials and fuel that is 
under planned distribution to remain unchanged and place the other part that 
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is to be sold by enterprises themselves according to stipulations under market 
regulation in an effort to push more means of production into the market. 
This explains the importance and urgency of the pricing reform of supplies in 
the national economy. While talking about the prices of supplies and the 
participation of supplies departments in market regulation in a recent speech, 
Premier Zhao Ziyang clearly pointed out: "Means of production should have two 
prices: One is internal transfer price and the other, floating market price. 
Supplies put on the market should be handled flexibly according to changes in 
market prices." Following these remarks, theoretical circles began discussions 
of a new subject concerning setting "dual prices" for means of production. 
This has helped point out a clear orientation for supplies departments to 
launch the pricing reform of supplies and enable many provincial and municipal 
Supplies departments to create, through practice, many good experiences and 
measures. 


However, the pricing reform is a complex project of systems engineering with 
sensitive chain reactions. It is a prolonged process from quantitative change 
to partial qualitative change and then from partial qualitative change to 
complete fundamental change. At the present stage, the reform is being 
carried out on a small scale because it is just a beginning. We still have to 
proceed with caution and watch every step we make. We should be firm but 
cautious. We should write this chapter with a scientific attitude in a 
vigorous but safe manner and continue to explore and advance during progress 
to greet the arrival of the all around reform of pricing and price control 
systems. 


First, we should break through the yoke of traditional thinking: 1) We should 
do away with such rigid practices as considering planned prices as 
unchangeable, setting prices simply according to cost and "fixing one price 
and using it for a lifetime." We must understand that the implementation of 
floating and higher prices for above-plan products and the coexistence of 
various forms of prices on open markets also conform to the Marxist theory of 
prices. 2) We should do away with the long-term theoretical guideline of 
"planning first, price second." As pointed out in the "Decision": "The 
practice of a planned economy and the application of the law of value do not 
reject each other. Instead, they are united." There should not be _ such 
difference as first and second places between the two. We should understand 
in theory that both planning and the law of value are "forms of expression" 
for "proportional distribution of social labor" whereas "proportional 
distribution of labor time" is the common starting point and objective basis 
for planning and the law of value. 3) We should do away with the outdated 
viewpoint that equating stabilizing prices with "freezing prices" or "unifying 
prices" and look at the issue of maintaining the basic stability of general 
price level from a dyanamic not a static point of view. 


Second, we should bring forth new ideas about the reform in practice. 


Third, we should correctly handle some issues in the course of reform. In the 
course of all-round pricing reform of supplies, in order to fundamentally 
correct the pricing system and reform current supplies control system, we must 
correctly handle the following three pricing issues: 1) Price should move 
closer to value and embody the principle of exchange at equal value. At 
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present, we export low-priced and low-profit products and import high-priced 
and high-profit products. This is not what we call exchange of equal values. 
The serious deviation of price from value is an expression of abnormal 
economic structure. Speaking in terms of the theories of price, the economic 
basis of rational prices should be value and commodity prices must be based on 
and generally conform to value. 2) Planned prices should move closer to market 
prices and let the prices of means of production go back to exchanges to fully 
reflect the function of market mechanisms. Along with the reform of planning 
and control systems, prices set by command plans are diminishing while 
floating prices set by guidance plans and prices regulated by free markets are 
increasing. This is bound to cause planned prices to move closer and closer 
to market prices as each day goes by. 3) International prices should move 
closer to international market prices so as to meet the needs of opening up to 
the world, absorbing foreign aid, carrying out domestic integration and 
invigorating economic development. 


In sum, along with the all-round reform of economic structure, the reform of 
current price control system and charging and pricing method of supplies has 
become unavoidable. However, this does not mean that current control system, 
and charging and pricing methods should be replaced with new ones. There must 
be a relatively long process of calculation and comparison. We should proceed 
from the reality and solve each problem as conditions ripen. During the 
transition period of reform, we should strengthen the price control, 
supervision and examination of supplies, continue to use economic levers to 
alleviate the supply and demand contradiction and accelerate the normal 
operation of production and circulation so as to score the final victory in 
the pricing reforn. 
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QUALITY CONTROL ISSUE IN DEFENSE INDUSTRIES EXAMINED 
Bei jing JINGJI RIBAO in Chinese 25 Feb 86 p 2 


[Article by Huai Guomo [2037 0948 2875] and Zhou Xingru [0719 2502 1172]: 
"Examination of Approaches To Quality Control That Are in Keeping with tlie 
Characteristics of China's Military Ordnance---A Briefing on Military Ordnance 
Quality Controls"] 


[Text] National defense scientific and technical industries have been 
undergoing a revamping of quality ever since 1978 with the promotion of 
comprehensive quality controls and an examination of approaches to quality 
control that are in keeping with the characteristics of China's military 
ordnance, scoring preliminary successes in the steady improvement of product 
quality. These industries are determined to persevere in high standards, 
strict requirements, and conscientiousness, leaving no stone unturned with 
regard to the quality of military ordnance. As science and technology 
advances, aS modern weaponry becomes increasingly complex, as research and 
production cycles become longer and costs mount, it is all the more necessary 
to pay extremely close attention to quality, beginning with research and 
development. Nowadays, military ordnance producers have to change-- away from 
the undiversified military wares of the past to a product structure that 
combines the civilian and the military. Not only do military ordnance 
producers have to fulfill scientific research tasks for military goods, but 
scientific research tasks for civilian goods as well to improve economic 
effectiveness. Both military and civilian goods are faced with intense 
competition on price and quality. Only by steadily improving quality 
controls, raising the quality of enterprise leaders and of staff members and 
workers, technical personnel, and administrative personnel will it be possible 
to establish an invincible position in the face of new challenges. 


In the past, traditional quality control in scientific and technical 
industries has consisted primarily of inspections of quality. More than 30 
years of practice attests to the strictness of this inspection system and its 
indispensability in assuring product quality. However, one cannot deny that 
inspection alone is severely limited. Its greatest shortcoming is that when 
inspection turns up a quality problem, it has already become a reality and 
neither the time nor the expense that has been lost can be recovered. 
Inspection is powerless to improve either product quality or project quality. 
That is to say, inspection can only control the results; it cannot control the 
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causes. In order to get themselves out of a passive situation regarding 
quality, back in the early 1960's many units came up with ideas to guard 
against quality problems and worked out some feasible methods’ through 
practice. Nevertheless, in terms of quality control in an overall sense, they 
did not part from traditional reliance on inspections primarily. 


In 1978, national defense scientific and technical industries began to push 
full scale quality controls that differed from conventional quality controls 
most fundamentally in that post-production inspections changed to mostly 
preventive controls, comprehensive quality control being carried out by all 
personnel throughout the entire process, high work quality insuring high 
product quality. The total quality concept, systems principles, scientific 
methods, complete optimization ideas, and full coordination of control systems 
contained in this quality control system embodied fully requirements for the 
development of modern industrial production and scientific techniques. This 
was also a problem for which we had for many years explored solutions without 
finding any solution. 


The push that national defense scientific and technical industries gave to 
comprehensive quality controls took 3 to 4 years in all from education and 
training and the organization of pilot projects to gradual spread to 
production. As part of the heightening of quality consciousness, some units 
that had performed fairly well began a quality control team campaign to mount 
attacks on key quality control problems. They instituted procedural controls, 
set up quality information feedback networks, took a firm grip on work 
quality, and produced top quality products, scoring definite achievements and 
gaining experience while also strengthening confidence and determination to 
promote comprehensive quality control. As a result of this period of practice 
in the promotion of comprehensive quality controls, we felt that study of both 
foreign and domestic advanced quality control experiences had to be linked to 
our own specific situations, and that there could be no mechanical copying of 
experiences. Promotion of comprehensive quality controls could not halt at a 
superficial pursuit of the flashy and the exciting, but a firm grip would have 
to be taken on the essence of things, genuine efforts being placed on the 
strengthening of scientific controls. Mass control would also have to work in 
tandem with scientific system controls if comprehensive quality controls were 
to become increasingly pervasive and not languish in formalism. At the end of 
1983, the National Defense Scientific and Technological Commission instituted 
a thoroughgoing promotion of comprehensive quality controls, implementing an 
organized, guided, and planned policy of quality control reform. This policy 
required the achievement within 2 to 3 years of a fundamental transformation 
of inconsistent quality to the achievement of a steady upgrading of product 
quality while keeping production stable. The emphasis in reform of quality 
controls was the carrying out of effective control of quality throughout the 
entire process from research and development to production of military 
ordnance, the emphasis in quality control shifting from primarily post- 
production inspection to primarily control in advance, with prevention and 
checking being linked. In order to meet needs for research and development of 
modern weaponry and the development of production increasingly in the 
direction of socialized large scale cooperation, a critique of practical 
experiences was used as a basis for formulation of "Provisional Regulations on 
Military Ordnance Quality Control." This regulation was mostly for the purpose 
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of instituting strict day-to-day control over the whole process of product 
control, including the research and development process, the production 
process, measuring and checking, items failing to meet specification, 
equipment purchased abroad, turnover and technical servicing of products, and 
information about quality for timely prevention of quality problems. Even if 
quality problems were to occur, they could be promptly uncovered and corrected 
and prevented from recurring. In addition, a method exists for tracking down 
product quality. It is possible at any time to check the time, place, and 
persons responsible for design and processing. The "Quality Control 
Regulations" include plants for insuring quality, the formation of quality 
control organizations, quality costs, and a system of awards and penalties. 
They were also produced mostly for implementation of the aforementioned 
quality controls. 


Thanks to the publicity and implementation of the past 2 years, the "Quality 
Control Regulations" have permeated people's thinking more and more, and 
quality control in some military ordnance units is in the process of 
undergoing profound changes. Looked at from the standpoint of units that have 
implemented the "Quality Control Regulations" rather well, the most striking 
changes have been as follows: 


First has been attention to legislation on quality with the drawing up of a 
complete and effective quality control handbook so enterprises will have 
guidelines for implementation of quality controls. This quality control 
handbook generally covers the following: a general program for insuring 
quality, responsibilities for quality of all units and personnel at all levels 
in any given unit, various kinds of quality control systems (including the 
quality control system of the handbook itself), and complete quality control 
procedures and standards. In the process of writing the handbook, units 
really set up a system for insuring quality and a process for perfecting 
quality legislation. By following the handbook, work on quality is handled 
according to law, "no changes resulting from changes of leaders, and no 
changes as a result of leaders' views and attention." 


Second has been establishment of a fairly complete quality control functional 
organization that has become enterprises’ professional unit for quality 
control matters and is responsible for quality legislation, quality controls, 
and supervision of quality. The quality control organization, like inspection 
organizations, possess authority to operate independently and objectively 
under direct control of plant managers and directors of research institutes. 


Third, quality control has gradually moved toward the goal of placing under 
control the entire research and development and production process. It insures 
that all research and development and production activities will be carried 
out in accordance with set standards, scale and procedures. 


Fourth, it has established an inter-plant system of assuring quality of final 
products. It has demolished boundaries between industries and regions, has set 
up direct horizontal links on the basis of cooperation in production, has 
instituted prompt feedback, transmittal and processing of data on quality, has 
instituted regular quality inspection and diagnosis, has formulated quality 
plans, and has put into practice synchronized production of top quality. More 
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than 30 inter-plant quality assurance systems have already been established in 
which nearly 700 member plants are taking part. They have scored marked 
successes while steadily upgrading product quality. 


Fifth, as a service to customers, they have switched from passive returns of 
products to active initiation of after-sales technical services such as 
providing technical consultation, training, and inquiries about quality. This 
assures that products remain in fine usable condition, and it permits an 
understanding through technical services of problems about use requirements 
and product use that enables improvements in product performance and provides 
data for development of new products. 


Sixth has been establishment of quality cost data in a linking of quality 
control activities and economic results, and checks on whether the cost 
Structure is rational and where potential lies, thereby making it possible to 
achieve fine economic results in the lowering of overall product costs through 
planned, goal-oriented control and regulation. 


Seventh has been a linking of the quality responsibility system and the 
economic responsibility system to give expression to a policy of quality 
first. The former adding together of quantity, quality, and management has 
been changed as a method for calculating bonuses to multiplying quality and 
quantity. Quality holds the veto power, blocking the loophole of seeking 
quantity without regard for quality. 


Eighth, the method of quality control used for military ordnance has _ been 
transplanted to the production of civilian goods. Though the "Quality Control 
Regulations" apply specifically only to military ordnance, their spirit may 
equally well apply to civilian goods. Today when military ordnance enterprises 
are expanding the production of civilian goods through the linking of military 
and civilian production, by using the quality control methods that apply to 
military ordnance in the production of civilian goods and instituting 
"military transfers to the civilian sector" in quality control, making 
distinctions about control standards only where technical requirements for 
civilian and military goods differ, superior quality can be achieved to 
increase product competitiveness. 


Two years of testing of the "Provisional Regulations on Military Ordnance 
Quality Control" have shown them to be substantially workable and that they 
have played a positive role in promoting reform of quality controls in the 
military ordnance system and in taking a road in quality control that is in 
keeping with China's national circumstances and the characteristics of 
military ordnance production. Critiquing will have to be done promptly as a 
result of future practice for revision and improvement of the regulations and 
for steady improvement in control, genuinely following a road in quality 
control that is in keeping with the characteristics of China's military 
ordnance to make a contribution to the modernization of national defense 
scientific and technical industries. 
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22 May 1986 


FINANCE AND BANKING 


BEIJING'S SAVINGS DEPOSITS CONTINUE TO INCREASE 
Beijing BANYUE TAN [SEMI-MONTHLY TALKS] in Chinese No 22, 25 Nov 85 pp 14-15 


[Article by Xia Junsheng [1115 0193 3932]: "Look at Changes from Savings 
Deposits" ] 


[Text] People standing in line to deposit money is now a commor secene at the 
various savings banks of the capital. It represents a welcome change. 


The computer room of the Beijing Municipal Industrial and Commercial Bank 
released the following figures: 


Since the Third Plenum of the 11th CPC Central Committee, the savings deposits 
of Beijing's urban residents have increased substantially at an annual rate of 
25.7 percent. During the 29 years from the liberation to the end of 1978, the 
the total balance of the savings deposits of Beijing's urban residents was 
only 880 million yuan, averaging less than one bank account and only 190 yuan 
of deposits per person. By the end of September 1985, the balance suddenly 
increased to 3.97 billion yuan, averaging one and a half bank accounts and 700 
yuan of deposits per person. 


In the past few years, the prices of meat, eggs, poultry, vegetables, and 
aquatic products have been higher than before and the costs of living of 
Beijing's residents have increased, but the savings rate of Beijing's 
residents has increased by a wide margin. In 1978, for every 100 yuan of 
income of Beijing's residents, only 4.9 yuan were deposited in the bank. Since 
1979, the figure has increased year after and year. It increased to 12.9 yuan 
in 1984 and again to 18.9 yuan in the first 8 months of 1985. Now the monthly 
deposits of Beijing's residents amount to nearly 100 million. 


The successive years of sharp increases in the savings deposits of Beijing's 
residents were accompanied by annual improvements in the standards of 
consumption. According to a family expense survey of 1,200 households 
conducted by the Beijing Municipal Statistics Bureau, in 1977 the average 
monthly living expenses were only 27.82 yuan per person; in 1984 the figure 
increased to 55.5 yuan. This indicates that on top of price increases, marked 
changes have taken place in regard to the food, clothing, and appliances of 
urban residents. 
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As far as food is concerned, the consumption of staple food has declined, that 
of nonstaple food has increased, and that of milk, eggs, melons, and fruits 
which are low in fat and cholesterol and high in nutrients have increased 
sharply. In 1984, the average per-capita consumption of fresh milk, fresh 
melons and fruits, vegetable oil, and fresh eggs of Beijing's residents 
increased over 10 percent as compared to that of 1983. Lean meat is in short 
supply although its market price is 2.7 yuan per jin. 


As far as clothing is concerned, the phenomenon that the overwhelming majority 
of Beijing's residents wore blue and grey clothes before the Third Plenum of 
the 11th CPC Central Committe has already changed. Now there is a great 
variety of fabrics and clothes with latest designs and bright colors. As af 
result, the people also look more colorful. 


As far as appliances are concerned, one can feel the marked change by taking a 
look inside every house. According to a survey, in 1979, there were only 42 
television sets, 10 cameras, and 2 recorders in every 100 households of 
Beijing; by 1984, the figures increased to 94.5, 29.1, and 51.1 respectively. 
Some workers have bought their own houses and begun to use their income to 
improve living conditions. 


The fundamental cause of the sharp increase in the savings deposits of 
Beijing's residents is the increase of income. According to a sample survey, 
due to increases in wages, bonuses, various allowances and employment, the 
average per-capita income of 1984 is more than double that of 1978. In the 
past few years, prices have increased substantially, but the residents’ income 
has increased even more. 


In addition, because the state has increased the interest rate of savings 
deposits for several times in a row, the residents feel that it is not only 
safe but worthwile to put their money in the bank. For instance, the annual 
interest rate of a 3-year time deposit is 28.8 percent; therefore, it takes 
only 9 years and 6 months to double the capital plus interest. In other words, 
a 100 yuan deposit will become 200 yuan in the 10th year. Because of this, 
the residents are willing not only to take their money out of their boxes and 
deposit it in the bank but also change their previous current deposits to time 
deposits and extend the time period of their time deposits. According to 
statistics, during the 41 days from 1 August to 10 September, 100,000 new bank 
accounts were opened in Beijing. Of these, 91 percent were time deposits and 
half of the time deposits were for more than 3 years. 


Chinese have always had the good tradition of hard work and plain living. 
Depositing surplus money in the bank enables the residents to make better 
plans for the arrangement and improvement of their family's living 
conditions. At the same time, it also plays an important role in supporting 
national construction. At present, 70 percent of the new circulating fund 
loans extended by the Beijing Municipal Industrial and Commercial Bank to 
industrial and commercial enterprises under the administration of Beijing 
Municipality come from the savings deposits of Beijing's residents. It is thus 
obvious that the savings deposits of the residents are of great significance. 
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JPRS-CEA-86-067? 
22 May 1986 


SMALL-SCALE ENTERPRISES 


SMALL TOWN ENTERPRISES FACE OPPORTUNITIES, CHALLENGES 
Kunming JINGJI WENTI TANSUO in Chinese No 9, 1985 pp 29-32 


[Article by Liu Shigiang [0491 0013 1730]: "Opportunities and New Challenges 
Facing Small Town Enterprises in the Course of Development") 


{Text ] Since rural areas implemented the contract responsibility system with 
remuneration linked to output and decontrolled the purchasing and sales prices 
of farm products to invigorate the rural economy, China's rural economic 
reform has entered a new stage in which efforts will be focused on readjusting 
rural industrial structure, doing a good job in regional distribution, and 
developing local processing and comprehensive utilization of farm and sideline 
products. During this stage, specialized agricultural production has shown 
sign of rapid development in both advanced and backward areas, thus creating 
opportunities for the development of small town enterprises. However, a 
fairly large number of small town enterprises were established according to 
the model of state-run enterprises. Moreover, they all had a late start and 
their technology is backward. Because of this, the current all-round reform 
of economic structure with emphasis on urban areas and the waves of new 
technological revolution on a world-wide scale create a new impact and 
challenge on the development of small town enterprises. This article will 
discuss some views concerning the question of how to develop small town 
enterprises before the fast developing and changing new situation. 


1. Readjustment Brings Opportunity to the Development of Small Town 
Enterprises 


In the course of material production, any enterprise, in order to develop, 
must have a bsiness objective that conforms to its external environment and 
internal conditions. The current readjustment of rural industrial structure 
has created an ideal external environment for small town enterprises. First, 
Since the implementation of the household contract responsibility system with 
remuneration linked to output in rural areas, China has had 5 consecutive 
years of bumper harvests. Last year, per-capita grain output exceeded 800 
jin. This has provided a material foundation for the development of small 
town enterprises. Second, since the unified and assigned purchase system was 
abolished and the contracted and market purchase system was adopted, peasants 
have been able to face markets directly and carry out production according to 
market needs. Third, currently there are many surplus laborers in rural 
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areas. They all long to transfer from farming to other occupations and open 
up new avenues for production. Fourth, along with the development of rural 
production and the increase of peasants' income, peasants in many areas have 
accumulated large amounts of funds for the expansion of reproduction. Fifth, 
the reform of urban economic structure will break the barriers formed between 
urban and rural areas under the influence of leftist ideas and allow peasants 
to run different kinds of enterprises in urban areas. The new integration 
between urban and rural areas and between workers and peasants will greatly 
accelerate the development of small town enterprises. 


Small town enterprises can develop quickly during the readjustment of an 
industrial structure because they have the following internal conditions: 


A. They have the multiplicity of industry. Small town enterprises emerged and 
developed during the course of development of the rural commodity economy. In 
other words, they are separated from agriculture. Because the development of 
commodity production demands the specialization and socialization of 
production, small town enterprises have the multiplicity of production. As 
far as productive factors and the operation of production, supply, and 
marketing are concerned, small town enterprises are similar to industrial and 
commercial units. But, as far as distribution is concerned, most of them 
belong to agricultural units because their attention has always focused on 
Supporting agricultural production and arousing the enthusiasm of all 
peasants. This characteristic of small town enterprises has, on the one hand, 
consolidated the position of agriculture as the foundation of the national 
economy and, on the other hand, accelerated the development of social division 
of labor and specialization in rural areas, developed commodity production and 
changed the unfavorable position of rural areas as merely a seller of raw 
materials. 


B. They have the rationality of the distribution of productive forces. Small 
town enterprises generally are established on the basis of developing local 
natural resources. At the same time, they are the survivors of commodity 
exchanges and market competition. Generally speaking, these enterprises all 
have the regional differences that suit their natural, economic and 
technological conditions. They can arrange production projects in light of 
local conditions and fully utilize natural forces and various economic and 
technological conditions to do what is beneficial and avoid what is harmful to 
them. 


C. They have the stability of the key factor of manpower. Most laborers of 
small town enterprises used to be farmers in rural areas. They are away from 
the field but not from their hometown. They do farm work during the busy 
farming season and do industrial work during the slack farming season. They 
do not consider industrial work an iron rice bowl. By this, not only can the 
malignant expansion of urban population in the course of § industrial 
development in cap‘ talist countries be avoided but also the malpractace of the 
staff members and workers of China's state-run enterprises who consider their 
jobs an iron rice bowl. 


D. They have the flexibility in the scale of enterprise. Small town 
enterprises are built from scratch. They have little economic burden and few 








restrictions on an internal management system. Their scale can be large or 
small. They can have many staff members and workers or only a few. Their 
production sites can be found locally. They can hire additional personnel or 
fire them on the spot. There are rich resources of manpower, but there is no 
fear of unemployment. 


E. They have more decision-making power in production and management. Small 
town enterprises have more decision-making power in the internal management 
systen. They can choose from a variety of flexible management methods 
according to market needs, arrange in a planned manner their own production, 
supply, and marketing activities, and possess and budget funds retained for 
their own use. AS a result, they have greater ability to handle emergency 
Situations in the course of carrying out production according to market needs. 


The abovementioned internal conditions and external environment give small 
town enterprises great advantage in commodity production. The current 
readjustment of rural industrial structure has further expanded this advantage 
and caused it to become the key and breakthrough in the readjustment of 
industrial structure. 


2. Challenges Facing Small Town Enterprises 


When they exchange commodities, both independent and relatively independent 
commodity producers have to be tested by a market which decides whether’ they 
will survive, develop, or be eliminated. Therefore, under the impact of the 
current reform of urban economic system and the wave of new technological 
revolution which is rising quickly throughout the world, the disadvantages of 
small town enterprises are clearly exposed. Judged from the situation as a 
whole, small town enterprises have "four poor aspects"--namely, the poor 
cultural level of employees, poor production techniques and scientific and 
technological forces of enterprises, poor management skills of managerial 
personnel, and poor commodity production information of enterprises. 


First, the overwhelming majority of the employees of small town enterprises 
come from the surplus labor of rural areas. Compared with the employees of 
state-run industrial enterprises, they are generally less educated. A fairly 
large number of them have just learned how to read. Some are even illiterate 
or half illiterate. The only scholars among them are mostly educated youth 
who have returned to the countryside. Many graduated from middle schools 
during the period of the "cultural revolution." Employees of small _ town 
enterprises who have received higher education are almost non-existent. 


Second, small town enterprises have very few scientific and technological 
personnel who have a definite level of professional skills. They mainly rely 
on the outside for the tehchnological forces they needed. All employees, from 
workers to m@agerial personnel, generally lack strict and regular technical 
and operational training. Moreover, many small town enterprises purchased 
second- and third-class equipment or used equipment traded in by large plants 
due to a lack of funds during the early period of their founding. As a 
result, their products are not competitive; they can only use low prices’ to 
compete with others. Most of them have a lower profit level than state-run 
enterprises. 








Third, qualified modern managers and policymakers of small town enterprises 
should have a fairly high level of production and technological knowhow and 
managerial skills, understand what is the advanced national level for their 
products, and have knowledge in the fields of all-round quality control, 
production arrangement, planning, financial management, cost accounting, 
administration, marketing, and organizational leadership. But many leading 
positions in small town enterprises are used to place excess personnel laid 
off during rural structural reform. Even in newly established integrated 
economic bodies, very few leaders have the abovemenioned administrative and 
managerial skills. 


Fourth, small town enterprises generally do not have permanant organizations 
to handle commodity production information. Some enterprises pay attention to 
information, but they only rely on purchasing agents to provide such 
information, which is limited to market trends, instead of focusing principal 
energies on the investigation of social commodity production and the 
development of new technology and achievements. Poor information, slow 
technological progress, obsolete products and overlapping plant construction 
pose prominent problems. 


If they have such obvious disadvantages in the development of commodity 
production, how could small town enterprises make such a great development in 
the past 10 years or so? The main reasons are as follows: 


A. Small town enterprises had a low-level and late start. They began to 
develop in the 1970's when there were very few village-run industries and 
state-run enterprises were paralyzed and semi-paralyzed due to the destruction 
of the "cultural revolution." At that time, there were abundant raw 
materials, a wide variety of resources and adequate energy supply and 
transportation facilities. In addition, interest-free or free loans were 
available and taxes were generally very low. Therefore, judged by their output 
value and income, small town enterprises have doubled by several or dozens of 
times since then. 


B. The entire development period of previous small town enterprises was 
exactly the period when the big pot practice was prevailing in China's state- 
run enterprises, many products were in short supply on the domestic market and 
enterprises did not worry about "selling their products, but producing them." 
This seller's market has created good opportunities for the development of 
small town enterprises. 


C. Due to the influence of "leftist" ideas in the past, China implemented a 
closed-door policy for a long time, the production technology of state-run 
enterprises remained at the level of the 1930's and 1940's, products remained 
unchanged for dozens of years, and very few were updated. These backward and 
obsolete scientific and technological standards are easy to learn, transfer 
and master. Therefore, to small town enterprises which need little investment 
but have fast production and results, they undoubtedly are an advantage in 
competition. 
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D. In the past, China consistently implemented overcentralized administrative, 
management, and planning systems, blindly pursued "large in size and 
collective in nature" in the structure of ownership, ignored the function of 
the law of value and market demands and paid no attention to rendering 
necessary service for the people's daily life. Small town enterprises were 
deeply welcomed by the broad masses of people because they developed their 
Strong points to make good omissions and deficiencies, carried out production 
according to market demands, and rendered service for the people's daily life. 


Now, due to the implementation of the reforms of the urban economic system and 
scientific and technological management system, the expansion of opening to 
the outside world, the imports of scientific and technological items, the 
abolishing of the big pot system in state-run industrial enterprises and the 
increase in the prices of rural labor, the abovementioned favorable factors in 
the development of small town enterprises either no longer exist or are 
disappearing. Especially at present, for enterprises which are able to use 
and import new technology, the new upsurge of the scientific and technological 
revolution will be a major cause of rapid increase in labor productivity and 
give enterprises enormous ability to compete with others, but for small town 
enterprises which have backward technology. a low level of education and poor 
information, it will create a potential threat. Therefore, we may say that 
small town enterprises are facing and will continue to face severe tests and 
new challenges at present and in the future. 


3. Accelerate Technological Progress and the Economic Take-Off of Small Town 
Enterprises 


From the above discussion we can see that in the course of their development, 
small town enterprises once displayed great advantages, but at the same time 
they also had very obvious disadvantages. Under the current situation, 
continuing to create new prospects for small town enterprises and accelerate 
technological progress has become a major task which brooks no delay in the 
development of small town enterprises. Because of this, in the development of 
small town enterprises, attention should be paid from now on to solving 
problems in the following few areas: 


A. Develop strong points, avoid or supplement weaknesses, and develop labor- 
and technology-intensive industries. Developing strong points and avoiding or 
supplementing weaknesses is demanded by the self-development of a commodity 
economy which in turn creates conditions for developing strong points and 
avoiding or supplementing weaknesses. Small town enterprises once made great 
achievements and had rapid development in the past when the supply of products 
fell short of demand. Many people have always taken "little investment, fast 
results" for the development policy of small town enterprises and deeply 
believed that the past of small town enterprises will be their future. Facts 
have proved that the policy of "little investment, fast results" worked during 
the early development period of small town enterprises, but now that urban and 
rural areas have carried out the reform of the economic system and new 
technological revolutions are arising continuously, this policy cannot 
fundamentally change the "backlash" situation of small town enterprises, thus 
making small town enterprises less competitive in their future development. We 
must notice clearly that in future development, small town enterprises will 








always maintain the situation of the co-existence of manual labor, semi- 
mechanization, mechanization and automation. On the one hand, this situation 
can give full play to the advantages of small town enterprises, absorb 
unoccupied and surplus rural labor to the maximum extent, and help develop 
labor-intensive industries, especially the tertiary industry. On the other 
hand, this situation can result in multiple levels of technological structure- 
advanced, intermediate, elementary, and backward--in small town enterprises, 
give them more choices regarding the import of new technology and help them 
Supplement their weaknesses, quickly combine new technology with original 
technology, develop intermediate technology and elementary technology, 
eliminate backward technology, speed up technological progress, and develop 
technology-intensive industries. 


B. Readjust industrial structure and change it from a closed to an open one. 
During the course of previous development, many small town enterprises lacked 
an understanding of the situation as a whole and were confined to immediate 
interests, resulting in blind construction, irrational industrial structure, 
and serious problems of overlapping plant construction. Therefore, in future 
development, small town enterprises should conscientiously investigate local 
geographical environment, natural resources, economic and technological 
conditions, labor situation, and the market demand and supply situation, make 
a feasibility analysis and study, carry out production in accordance with the 
demands of domestic and foreign markets, do away with closed management 
methods, promote integration, update industries, readjust industrial 
proportions, and open up new fields of production. 


C. Improve the quality and administrative and management level of enterprises. 
Judged by the current situation, most cadres of small town enterprises can 
bear hardships and endure hard work, but they are old, poorly educated, and 
lack knowledge in administrative and management science. To open up new 
prospects, small town enterprises must extensively organize technical 
training, send cadres, staff members and workers to study at institutions of 
higher and secondary education at their own expenses, crvate and provide 
preferential conditions to attract scientific and technological personnel of 
urban areas and state-run enterprises to work in rural areas, try to establish 
links or carry out integration with universities and colleges, urban factories 
and scientific research organs, and purchase technology and patent rights or 
hire advisers from them. At the same time, they must also dare to hire new 
employees and strive to train, within a relatively short period of time, a 
group of plant directors (managers), engineers, economists and accountants who 
are able to direct production and know administration and management. 


To build the staff and worker's contingent of small town enterprises, it is 
necessary to proceed from improving the cultural and professional quality of 
employees, extensively implement various personal responsibility systems, and 
eliminate the big pot practice of state-run enterprises. In the meantime, 
various methods should be adopted to sponsor continuing education and 
vocational training classes to train, in a planned and step-by-step manner, 
the staff members and workers of small town enterprises as their clerks, 
technicians, statisticians, accountants, and other vocational and 
technological backbone forces. 
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D. Strengthen the investigation and study of commodity information and 
increase enterprises' ability to handle emergency situations. Along with the 
development of commodity production, information has become the key resource 
of social, economic and scientific and technological development and the 
indispensable force of human life and technological progress. Only with quick 
information can an enterprise have the ability to handle emergency situations. 
Although smail town enterprises have greater decision-making power and 
economic flexibility, the risk of running a business and indecisive factors 
are increasing continuously along with the rapid development of commodity 
economy. To seek development in the course of survival, small town enterprises 
Should pay great attention to commodity information and the development and 
application of new technology and achievements. Therefore, departments in 
charge of small town enterprises and the units concerned should establish as 
soon as possible information centers and consulting organizations. Each 
enterprise should have its own intelligence organs and personnel. Extensive 
information and intelligence networks should be established between urban and 
rural areas so that every small town enterprise can consult and acquire 
information whenever it needs it. Consulting organs should provide timely 
consulting service for enterprises and help them solve problems so _ that 
enterprise policymakers will understand market demands and changes in regard 
to the variety, specifications, model, design, colors, shape, packaging and 
technical requirements of products, understand the technical level of 
different products, technological changes and the trend of development in the 
supply and demand situation, readjust production in a timely manner, and 
increase enterprises' ability to handle emergency situations. 


In sum, from now on, small town enterprises must judge the hour and size up 
the situation in their development. They must have a clear understanding of 
favorable and unfavorable factors, fully utilize the opportune moment created 
by the current readjustment of rural industrial structure, shake off the 
ideological yoke of self-sufficient economy, run enterprises in strict 
accordance with the requirements of commodity economy, try in every possible 
way to do what is beneficial and avoid what is harmful, accelerate 
technological progress, and open up new prospects for the development of small 
town enterprises. 
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2 May 1986 


FOREIGN TRADE AND INVESTMENT 


JENKINS BILL CALLED PROTECTIONIST, DANGEROUS 
Beijing GUOJI SHANGBAO in Chinese 21 Oct 85 pp 1, 3 


[Article by Tang Xiaobing [0781 1420 0365]: "Jenkins Bill and Multifiber 
Arrangement" ] 


[Text ] The Jenkins Bill is a pronounced protectionist bill. Since it came 
out on 19 March 1985, it has been not only condemned by many developing 
countries and areas which export textiles and world opinion, but also opposed 
by people of insight in the political and business cirlces of the United 
States. But some members of the U.S. Congress have turned a deaf ear to all 
this. This bill was passed at the U.S. Congress on 10 October. Once it is 
enacted, it will cause bad effects on international trade, especially the 
textile and clothing trade. Textiles and clothing are labor-intensive 
products. Textile and clothing exports are important sources of foreign 
exchange for developing countries. In order to protect the U.S. domestic 
textile industry, which is going downhill, the Jenkins Bill continues to put 
discriminatory restrictions on textiles imported from developing countries, 
making it more difficult for developing countries which have already suffered 
from strict restrictions to export textiles to the United States. 


The multifiber agreement which was signed by some 40 developing countries (and 
areas) with developed countries allows under certain conditions the developed 
countries to limit the volume of textiles imported from the developing 
countries and issue temporary quotas to ensure the so-called "orderly" growth 
and give the developed countries a break to carry out necessary structural 
readjustment. This agreement itself is a violation of the principle of the 
general agreement on free trade. The United States is a major member of the 
multifiber agreement. Based on this agreement, it has signed over 30 bilateral 
textile trade agreements with concerned developing countries and areas which 
export textiles. According to the stipulations of these agreements, most 
textiles and clothing exported by developing countries to the United States 
are already under strict restrictions. However, this did not satisfy 
protectionist forces in the United States. In December 1983, the United 
States implemented the so-called new criterion for “inferring market 
disorder," proposed over 100 talks with over 20 developing countries and 
areas, promulgated new stipulations of the so-called "country of origin 
regulations" and levied the so-called "anti-compensation tax" on textiles 
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exported by some developing countries to the United States. Now, the Jenkins 
Bill has been passed. These protectionist acts of the United States have 
seriously violated the multifiber agreement and other bilateral agreements 
Signed on the basis of the former agreement. 


According to the stipulations of the multifiber agreement, when importing 
countries place restrictions on textile and clothing imports, they should 
present evidence of "market disorder" to explain that such imports have caused 
serious damage or real threats to domestic producers. Under the condition that 
no evidence of "market disorder" has been presented, the Jenkins Bill still 
demands that all-around strict restrictions be implemented and quotas be 
reduced. 


The multifiber agreement clearly stipulates that importing countries can only 
restrict the imports of fabrics and clothing made of cotton, wool, man-made 
fiber and blended fiber, but the Jenkins Bill wants to expand the scope of 
restrictions to include all clothing. It even wants to issue quotas for silk 
and flax products. Trying to protect the silk and flax industries which the 
United States does not even have is absolutely ridiculous. 


The Jenkins Bill ignores the stipulation of 6 percent annual growth rate in 
the multifiber agreement and unilaterally reduces the rate to 1 percent. 


China is a developing country. Textiles and clothing occupy an important 
position in our export trade. If the Jenkins Bill is enacted, our 1985 quota 
for textile and clothing exports to the United States will be reduced by 57 
percent or 558 million square yards compared with 1984 and we will lose over 
$500 million in foreign exchange. This cannot but reduce China's import 
capacity. The rapid growth of China's textile and clothing exports to the 
United States in the past few years can be attributed mainly to the late start 
of China's exports to the United States because the U.S. side did not give our 
export products the most-favored-nation treatment until China and the United 
States signed a trade agreement in 1979. The quota reduction of the Jenkins 
Bill is based on 1980's figures. This discriminates against China. 


In addition to China, the export quotas of Indonesia, Thailand, Brazil, 
Pakistan, South Korea, Taiwan, Hong Kong, India, the Philippines and Singapore 
will also be reduced respectively by 84, 54, 65, 36, 33, 45, 12,11, 6 and 0.96 
percent. This is bound to seriously affect their ability to pay for products 
imported from the United States and hinder their economic development. In the 
meantime, Amercian consumers will have to spend $140 million more a year due 
to increased prices and costs. The unemployment rate of other departments 
will also go up. 


One of the reasons for adopting the Jenkins Bill is to give a larger portion 
of the market to small exporting countries. But the fact is just the opposite. 
From October 1984 when the U.S. Government increased restrictions on textile 
imports to March 1985, exports from textile exporting developing countries to 
the United States were reduced by 4 percent. But, during the same period, 
U.S. imports from the EEC, the European Free Trade Association, Canada and 
Japan increased 35 percent. The reason is very simple. Textile exports from 
other developed countries (except for Japan) to the United States have never 
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been restricted. What the Jenkins Bill adopted is a sheer, typical 
discriminatory protectionist policy. It also violates the promise made by the 
U.S. Government in the declaration of the ministers at the meeting of 
signatories to the General Agreement on Tariffs and Trade; that is to “study 
practical methods for the free trade of textiles and clothing and adopt 
measures to realize the free trade of textiles and clothing." Such measures 
include a general agreement on final implementation after the expiration of 
the protocol signed in 1981 to extend the multifiber agreement. It goes 
without saying that before the expiration date, all signatories should 
strictly abide by the stipulations of the protocol. 


The third multifiber agreement will expire on 31 July 1986. In July 1985 the 
textile committee of the general tariff and trade agreement began to discuss 
the issue on the future of this agreement. The implementation of the Jenkins 
Bill will have a very unfavorable effect on the talks of the future of the 
multifiber agreement. 


The Jenkins Bill is a very dangerous one. Currently, there are over 300 
similar protectionist proposals in the U.S. Congress. Once this bill is 
passed, the evil wind of domestic protectionism in the United States will 
rapidly blow to other sectors of trade (such as shoes and electronic 
products). This will endanger the normal flow of world trade and might cause 
immeasurable damage to the whole multilateral trade system. 
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JPRS-CEA-86-069 
2 May 1986 


FOREIGN TRADE AND INVESTMENT 


SWEDEN INCREASES INTEREST-FREE LOANS TO LIAONING 
Beijing GUOJI SHANGBAO in Chinese 21 Oct 85 p 1 


[Article by Liang Ruihua [2733 3843 7520]: "Sweden Decides To Increase 
Interest-free Loans To Finance Liaoning's Telecommunications Development 
Plan") 


[Text] Based on the appraisal of 100,000 program-controlled switchboards in 
Liaoning, the Sweden Internationai Technological and Economic Cooperation 
Office (BITS) recently decided to increase interest-free loans to $18 million, 
accounting for about two-thirds of the required amount of foreign exchange, to 
finance the above development plan. This is an official promise made by BITS 
not long ago in Stockholm at a meeting with the delegation of the Foreign Aid 
Bureau of the Ministry of Foreign Economic Relations and Trade of China. 
Recently, the import department of the Liaoning Provincial Foreign Trade 
Corporation along with the provincial, Benxi and Fushun post and 
telecommunications offices offically signed two subcontracts with the Ericsson 
telephone company of Sweden concerning $7.28 million of program-controlled 
switchboards for Benxi and Fushun cities. This was arranged according to a 
general contract signed by both parties on 2 August 1985. The general 
contract demands that the subcontracts with several cities be signed before 
the end of this year. After readjustment, the abovementioned 100,006 
switchboards will be installed mainly in the four large and medium-sized 
cities of Benxi (20,000 sets), Fushun (20,000 sets), Shenyang (40,000 sets) 
and Dalian (20,000 sets). This project needs about $28 million. 


The Benxi subcontract includes over 10,000 program-controlled switchboards, 
necessary transmission systems, special service and personnel training. The 
Swedish side will give Benxi an additional 2,000 sets of local telephone 
equipment and materials as a gift. This contract involves over $3 million. 


The Fushun subcontract includes over 13,100 AXE-i0 program-controlled 
switchboards and their transmission equipment, special service and personnel 
training. The Swedish side will give Fushun an additional 3,000 sets of local 
telephone equipment and materials as a gift. This contract involves over $4 
million. 


Representatives of the Liaoning provincial commission of foreign economic 
relations and trade, the provincial, Benxi and Fushun post and 
telecommunications offices, and the Foreign Aid Bureau of the Ministry of 
Foreign Economic Relations and Trade attended the ceremony for the signing 
of these contracts. 
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JPRS-CEA-86-062 
22 May 1986 


FOREIGN TRADE AND INVESTMENT 


FOREIGN TRADE MINISTER INTERVIEWED ON FXCHANGE CONTROLS, PARALLEL GOODS 


Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 41, 14 Oct 85 
pp 25-26 


{Interview with Zheng Tuobin [6774 2148 1755], minister of foreign economic 
relations and trade; date, place and interviewer not indicated] 


[Text] In the Fall of 1985, the China Export Trade Fair was held at Guangzhou 
from 15 October to 5 November, the 58th fair since its inception in 1957. On 
the eve of its opening, Zheng Tuobin, the Chinese minister for foreign 
economic relations and trade, received the reporters of the Hong Kong JINGJI 
DAOBAO, WENHUIBAO, and DAGONGBAO in Beijing and answered their questions 
regarding the present development of China's foreign trade, foreign trade 
controls, etc. In the following, we publish the basic substance of the 
discussion: 


Question: What is the state of China's import-export trade since the start of 
the year? It is reported that the decline in exports during the first half of 
this year resulted in a foreign trade deficit; what are the reasons for it? 


Answer: The condition of China's export trade since the start of the year is 
by and large not bad. Under the guidance and impetus of our general and 
specific policies on opening up to foreign trade, on transforming enterprises 
and on invigorating the economy, our foreign trade has experienced new 
progress. According to business statistics in my ministry, the total amount 
of imports and exports from January to June reached $25,683 million, which is 
an increase of 29.26 percent compared with the corresponding period of 1984. 


There was a slight decline in the exports, which amounted to $11,261 million, 
or 1.3 percent less than during the corresponding period last year, but since 
July there is already a turn for the better, and exports for the period 
January to July are basically on the same level as last year. The main reason 
why exports dropped in the first half of the year was the decline in commodity 
prices on the international markets. The prices for China's export 
commodities dropped on the average 5.9 percent. In this way even a 4.9 
percent increase in the actual export volume could not make up for the decline 
in foreign exchange receipts. Apart from increases in exports of corn, 
soybean and cotton, there were declines in such staple exports as cotton yarn, 
cotton cloth, clothing, live pigs, rabbit fur, drawnwork, etc. 
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Import trade increased by a big margin; it amounted to $14,422 million, an 
increase of 70.4 percent over last year. Without the factor of price changes, 
the actual import volume increased 72.5 percent. The main reason for the 
steep increase in imports was that the need of China's economic construction 
and technological transformation of enterprises made increases necessary in 
the importation of raw and semiprocessed materials, equipment and 
technologies. At the same time, demand in the domestic markets to some extent 
contributed to the increase in the importation of certain materials, 
especially certain durable consumer goods. Among these the increases in 
imports of such commodities as steel products, motorcars, timber and 
electrical household appliances were particularly large. 


It was precisely the rapid increase in imports and the decline in exports that 
resulted in the comparatively large negative foreign trade balance; in the 
last half year the trade deficit amounted to $3,161 million. 


Generally speaking, imports and exports since the start of this year have 
developed ina normal way. Of course, this does not mean that there are no 
problems at all, such as the excessively large imports, also the importation 
of certain unnecessary items. Of course, they only constitute a small part, 
most of our imports are needed imports. In the export trade there is the 
"parallel goods" [contraband] problem and other problems, mainly due to the 
fact that administrative control work cannot promptly catch up with 
requirements, and this already has our serious attention. Looking at the 
present developmental trend in China's imports and exports, we can forecast 
that this year exports and imports will show increases over last year. 


Question: It is rumored that because of the decline in China's foreign 
exchange reserves and the foreign trade deficit, China will adopt a series of 
measures to tighten foreign exchange controls. Can this possibly have an 
effect on the performance of import contracts that have already been signed, 
and then also on China's future import trade? 


Answer: The situation is this: China has continuously had a favorable 
foreign trade balance up to the first half of last year; by that time an 
ample foreign exchange reserve had been accumulated. In a planned manner the 
State then increased the importation of domestically needed equipment and 
consumer goods, spending a portion of its exchange reserve. This was necessary 
in the interests of economic construction and to improve the livelihood of the 
people. A look at a statement of China's international receipts and 
expenditures, recently published by the People's Bank of China, shows that 
China is in a good condition as far as its international receipts and 
expenditures are concerned. Aiming at such problems as the illegal buying and 
selling of foreign exchange that exist in a small number of places in the 
interior, the state is now taking certain measures to strengthen foreign 
exchange control, but this will not at all affect China's normal foreign 
economic activities. Import contracts signed by China will be fulfilled as 
usual. The importation of machinery, equipment and raw materials urgently 
needed for the development of production, as well as of truly useful 
technologies and of an appropriate amount of consumer goods has up to this 
year been normally carried out and will also in the future be carried out 
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without interruption; there will be even further developments in our import 
trade. It is only the indiscriminate importation of color television sets, 
refrigerators and other such durable consumer goods and the duplication in the 
importation of equipment that China will restrict. These restrictions are a 
necessity for the proper management of foreign exchange and for China's 
macroeconomic control. 


Question: Is export trade presently the core of China's foreign trade? Are 
exports meeting with difficulties? What are the prospects? 


Answer: It is well known that China relies for its foreign exchange mainly on 
its export trade. Receipts of foreign exchange from exports affect the 
ability to pay for imports and to pay back foreign investments. Exports will 
therefore always be the foundation for all foreign economic and trade work. 
At any time, grasping exports will be the core of all foreign trade activity. 


Even though there are presently certain factors unfavorable to China's 
development of export trade, such as languishing international markets and the 
prevailing protectionism in various countries, there exist also many favorable 
conditions, and the prospects for a further expansion of export trade are 
extremely bright. Looking at the overall picture, in domestic respects, there 
is, first, the fact that China will unswervingly carry out the policy of 
economically opening up to the outside world. China's economic structure will 
undergo necessary adjustments to conform to the demands of the opening up to 
the outside world. In the coastal cities and in the delta regions of the 
Changjiang, Zhujiang and of Minnan [South Fujian], as well as in other regions 
conveniently located for foreign economic contacts, an economic pattern will 
be developed that will integrate domestic and foreign factors but will give 
priority to foreign trade-oriented activities, and that will arrange 
production according to the "trade-industry-agriculture" sequence; all this 
will favorably promote foreign trade and exports. Second, China has very 
abundant natural resources, has a certain industrial and agricultural base and 
an economy that is on the track of healthy development. There will also be an 
acceleration of the technological transformation of enterprises, which will 
then be able to provide larger quantities of export commodities, of which 
quality will have been improved, and which will lay a very solid material 
foundation for further exports. In line with the gradual intensification of 
the reform of our entire economic system, centered around the cities, rational 
and smooth relations are being established between all parties, enterprises 
gain in vitality and can also provide new vitality to the expansion of our 
exports. As regards the international markets, the economic links between all 
countries are almost daily growing closer and closer, and commodity exchanges 
are bound to expand. China's exports constitute a very small portion of the 
international trade as a whole, and there is much room for maneuvering and a 
large potential still left to be exploited. As to the foreign trade itself, 
to cope with the many changes and the extremely severe competition in the 
international markets, China has adopted a series of policies and taken 
certain measures, and is also studying further policies and measures, to 
develop its export trade. Measures have been taken by China regarding 
taxation, credits, and permission to retain foreign exchange as measures to 
support and encourage export enterprises. We will also take action in the 
area of export commodity production, firmly take in hand the establishment of 








an industrial-agricultural foreign trade production system and strengthen the 
buildup of export commodity production bases and specialized factories. At 
the same time we shall have the enterprises that manufacture export goods gain 
not only credit in political respects, but also gain certain substantial 
economic benefits. Priorities will be arranged for export enterprises that 
import technologies, and we shall guarantee that they may retain all the 
foreign exchange that they will need. 


I believe that through great efforts, full development of favorable 
conditions, overcoming unfavorable factors, and the strengthening of close 
cooperation with industrialists and businessmen from all over the world, 
China's export trade will certainly experience great developments. 


Question: Minister Zheng, could you briefly inform us of the condition of 
China's trade with other countries and territories, including Hong Kong; what 
are the prospects for the import-export trade with Hong Kong? 


Answer: It is China's firm policy to actively develop trade relations with 
all countries and territories of the world on the basis of equality and mutual 
benefit. Since the beginning of this year we have actively launched import- 
export trade with various countries and territories of the world, and the 
trade with many countries and territories tas made progress to varying 
degrees. The trade with Japan, the United States, the Soviet Union and Hong 
Kong has shown comparatively large increases. In the first half of the year, 
trade with Japan increased 56 percent compared with the corresponding period 
last year. Trade with the United States increased 13.6 percent, trade with 
the Soviet Union increased 38.8 percent, trade with Hong Kong increased 28.9 
percent. In this trade, the shipment from inland China to Hong Kong declined 
24.7 percent, while shipments from Hong Kong to inland China increased 261.4 
percent. 


The joint declaration on Hong Kong by the two governments of China and Great 
Britain has already become effective. The decision of having “one country 
with two systems” provides a reliable guarantee for Hong Kong's long-term 
stability and prosperity, as it also creates excellent conditions for the 
development of economic relations and trade between China proper and Hong 
Kong. This year is the last year of the Sixth 5-Year Economic Development 
Plan of our motherland. Next year we shall begin the Seventh 5-Year Plan, when 
the four modernizations will require the importation of advanced technologies, 
equipment and raw and semiprocessed materials. Responding to the demands 
resulting from the higher living standards of the people, we shall also import 
a suitable amount of consumer goods, anda large portion of these will be 
products transshipped through Hong Kong or imported from Hong Kong. China 
proper will provide Hong Kong with the traditional commodities and materials. 
As these will be of improved quality, of greater variety of colors and 
designs, as they will be easily saleable articles, and as we shall gradually 
solve the problem of the "parallel goods," we shall gradually expand the 
variety and volume of products to satisfy the needs of daily secessities of 
our Hong Kong compatriots and of the Hong Kong market. These activities will 
promote a new development of import-export trade between Hong Kong and inland 
China. 
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Question: In recent years the overseas markets, especially the Hong Kong 
market, were seriously affected by the onslaught of the "parallel goods" which 
also affected China's foreign exchange revenue. The foreign trade ministry 
has taken certain steps to check the "parallel goods." What is the present 
Situation regarding the "parallel goods," is it under control, how will it be 
dealt with in future? 


Answer: In recent years, the onslaught of the "parallel goods" activities 
have not only caused a reduction in China's foreign exchange revenue, but 
distributors abroad have also been harmed. These activities are not only 
injurious to Hong Kong's prosperity and to trade developments in other areas, 
but have also a detrimental effect on our efforts at economically opening up 
to the outside world. We have therefore tightened the control over certain 
export commodities. Following the institution of an export licensing control 
system for the two kinds of yarn (cotton yarn and cotton-polyester yarn) and 
two kinds of cloth (cotton gray cloth and cotton-polyester gray cloth), we 
have instituted a system of allocations and licensing for fresh, live and 
frozen items (live pigs, fresh pork, and frozen pork; live cattle, fresh beef 
on ice, and frozen beef). As we see now, the market conditions for fresh and 
live commodities is beginning to take a turn for the better, and our controls 
show first signs of being effective. The reaction from distributors in Hong 
Kong and Macao is very good, andthe said measures have strengthened 
confidence in the trade in goods from China proper. It shows that controls 
are extremely necessary; the new control measures for certain large-volume 
items of fresh and live merchandise guarantee a steady supply for Hong Kong 
and Macao, increase sales at a good price and are effective as a means of 
creating foreign exchange revenue. 


However, due to inexperience in administrative controls, violations of foreign 
trade control regulations will still occur from time to time. In the future, 
the export of certain staple export commodities will be highly centralized. 
For instance, the two kinds of yarn and two kinds of cloth will be exclusively 
handled by the China National Textile Import and Export Corporation. We are 
now meeting out severe punishment without mercy to entities that violate law 
or discipline. In short, we shall adopt practical and effective measures to 
resolutely stop the onslaught of the "parallel goods" against regular trade. 


Question: It was reported that business transacted at last year's Guangzhou 
trade fair generally accounted for one-fifth to one-quarter of that year's 
export volume; what do you predict for this year's autumn fair? 


Answer: The China Export Trade Fair at Guangzhou is an important market place 
for China's foreign trade and has indeed made a huge contribution toward the 
development of China's foreign trade, especially the expansion of China's 
exports. At present, China's industrial and agricultural production is 
developing in a continuous, steady and well-coordinated way. There are 
abundant sources of export commodities, and the economic opening up is solidly 
developing in depth and breadth, laying a solid material foundation for the 
success of this next trade fair. Preparations for the trade fair by the 
various foreign trade corporations is now basically completed. All have 
unanimously indicated the will to stand united as one in dealings with the 
outside world, to do a good job in export transactions and to accomplish the 
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various predetermined tasks. We wish to further strengthen the friendly 
cooperation with businessmen from all countries and territories, including 
those from Hong Kong and Macao, to do good business and to promote friendship. 
I firmly believe that with efforts put forth by all localities, departments 
and the participating economic and trade personnel, the present trade fair 
will be a success, will set new records and make new contributions toward the 
development of China's foreign economic relations and trade. 
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JPRS-CEA+86~062 
22 May 1986 


FOREIGN TRADE AND INVESTMENT 


TAX BREAKS TO FOREIGN INVESTORS DISCUSSED 
Beijing GUOJI SHANGBAO in Chinese 24 Oct 85 p 2 


[Text] Question: What tax privileges are enjoyed by foreigners investing in 
the operation of enterprises in China? 


Answer: For the purpose of encouraging foreign companies, enterprises, other 
economic organizations and individuals to invest directly in the operation of 
enterprises in China, the tax law adheres in its provisions to the principle 
of lightening the tax burden and simplifying procedures, and in addition 
contains provisions for certain tax reductions and exemptions in the spirit of 
granting preferential treatment and of practicing leniency in taxation. This 
is evident in the following respects: 


1. Income tax reductions and exemptions for enterprises within certain 
periods of time. Newly established joint venture enterprises scheduled to 
operate for a period of 10 or more years, are exempt from income tax during 
the ist and 2d year, starting with the first profit-making year. During the 
period from the 3d to the 5th year, income tax shall be leviea at half-rate. 
Cooperative enterprises and foreign-owned enterprises scheduled to operate for 
10 or more years in agriculture, forestry, animal husbandry and other  low- 
profit occupations are exempt from income tax for the first year, starting 
with the first profit-making year, and income tax shall be levied at half-rate 
during the period from the 2d to the 3d year. The Ministry of Finance may 
approve a 15-30 percent reduction in income tax for a period of 10 years 
following the expiration of the term for exemptions and reductions. 


2. Shortening depreciation periods, accelerating the recovery of investments. 
For the fixed assets of joint venture, coop rative management and foreign- 
owned enterprises certain minimum depreciation periods are fixed, 
differentiated according to categories of assets. The depreciation periods 
are 10 or 5 years for all items other than houses and structures, for whi sh 
the depreciation period is 20 years. If special circumstances require shorter 
depreciation periods, approval may be obtained to further shorten the 
depreciation period. As to the amortization of various intangible assets, 
apart from the expenses incurred during the period of preparation for 
operation, for which amortization shall not be less than 5 years, all others 
may be amortized according to the time limits provided in the agreements and 
contracts; if no time limit is stipulated in the contract, the term of 
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amortization shall be 10 years. Special consideration is given to the 
exploitation of offshore petroleum resources, which require large investments 
and long periods of operation; to encourage investments, it is stipulated that 
the term of amortization of exploration expenses must not be shorter than | 
year. As to the various categories of fixed assets created during and after 
the development phase, depreciation may be computed on a composite basis, 
without leaving residual value, the minimum term of depreciation to be 6 
years. This method will not only help the investor recover his investment 
fairly quickly, but will also prove convenient for the computation of the 
depreciation in question. 


3. Reduction and exemption from consolidated industrial and commercial tax. 
No customs duty or consolidated industrial and commercial tax will be levied 
On machinery, equipment, parts and components imported by joint venture 
enterprises as investment or the machinery, equipment, parts and components 
imported as additional investment because their supply cannot be ensured 
locally. No consolidated industrial and commercial tax shall be levied on 
export commodities manufactured by joint venture, cooperative management and 
foreign-owned enterprises, unless they are items for which China has 
restricted exports. For imported raw and semiprocessed materials for the 
manufacture of export commodities no customs duty or consolidated industrial 
and commercial tax shall be levied. For their products that are to be sold 
inside China tax must in principle be paid in the same way as tax is paid by 
Chinese state-run or collective-run enterprises, but enterprises that 
experience difficulties in paying the consolidated industrial and commercial 
tax in the initial phases of their operations may apply for and be granted 
special consideration in the form of tax reduction or exemption. 
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JPRS-CEA~86~062 
22 May 1986 


FOREIGN TRADE AND INVESTMENT 


BEIJING'S USE OF FOREIGN CAPITAL, TECHNOLOGY DISCUSSED 
Beijing GUOJI SHANGBAO in Chinese 21 Oct 85 p 1 


[Article by Staff Reporter Li Jian [2621 0256): "Beijing Made New 
Breakthroughs in the Use of Foreign Capital and Technology Imports"] 


[Text] Since the beginning of 1985, Beijing Municipality has made new 
breakthroughs in the use of foreign capital and technology imports. Between 
January and September, 58 contracts were signed for Chinese and foreign joint 
ventures and cooperative operations and a total investment of $790 million was 
pledged. These figures showed 1.3- and 1.7-fold increases respectively over 
the sum totals of the previous 6 years. This has accelerated the production 
development and expanded the exports of Beijing. 


In 1979, Beijing Municipality began to take on simple projects such as 
processing and assembling of imported materials and compensation trade. Now 
it has gradually extended to projects in a variety of forms such as the use of 
foreign capital, cooperative operations and technological cooperation. The 
number of foreign investors is also increasing continuously. As of today, 
businessmen from over 30 countries and areas have invested in Beijing. Most of 
them are from Japan, followed by Hong Kong, the United States and the European 
Economic Community. Investors from these areas have already signed 102 
contracts on Sino-foreign joint ventures and cooperative enterprises in 
Beijing and agreed to invest $1.23 billion. Most of those which have begun 
operations have earned profits. The Jianguo Hotel of Beijing, which is a 
Sino-foreign joint venture, has earned profits every year since it opened in 
1982 and become a model for its counterparts at home. 


Marked achievements have also been made in technology ‘mports. From January 
to August 1985, 155 contracts on technology imports involving $150 million 
were signed, accounting respectively for one-fifth and one-fourth of the sum 
totals of the previous 6 years. Both the quality and scope of technology 
imports have been developed. In the past industrial departments often 
imported technology. Now, all trades and professions including agricultural 
and commercial departments do so. Geographically, technology imports have 
extended from urban to suburban areas. In addition to tourism, light and 
textile industries, electronics, food and building materials, attention has 
also been paid to importing advanced technology concerning the deep processing 
of petrochemical products, energy conservation and the disposal of three 
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industrial wastes. As of today, about 500 projects of imported technology 
have been completed and put into operation and most of them have jyieldec 
remarkable economic results. With imported technology and equipment, Beijing 
is now able to produce 80 percent of its black-and-white television sets at 
home. Over 50 enterprises of the electronics industry have undergone 
technological tranformation. As a result, their output value has increased 
over onefold. About 40 percent of them have used foreign capital to import 
technology. They have exported $14 million worth of electronic products. In 
the past few years, Beijing's clothing industry has used $39 million of 
foreign capital to import technology. Through technology and equipment 
imports, the clothing industry has improved product quality, increased designs 
and expanded exports. In 1984, Beijing's clothing industry earned over $100 


million of foreign exchange from clothing exports and finished in third place 
in the country. 
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JPRS-CEA-86-062 
22 May 1986 


FOREIGN TRADE AND INVESTMENT 


JAN-SEP 1985 EXPORT, IMPORT TRADE UP OVER PREVIOUS YEAR 
Beijing GUOJI SHANGBAO in Chinese 24 Oct 85 p 1 


[Article by Zhao Longjun [6392 7127 0193]: “Very Large Increases in Imports 
and Exports in First 9 Months of This Year; Exports Up to $18.13 billion, 2.3 
Percent More Than During Same Period Last Year"] 


[Text] According to the business statistics of the Ministry of Foreign 
Economic Relations and Trade, China's total import-export trade during the 
period from January to September of this year amounted to $40.66 billion, 
which is 30.2 percent more than during the same period last year. 


Since the beginning of the year, prices declined on the international markets 
and protectionism kept spreading. This presented great difficulties for 
China's exports, however, owing to the great importance that our state 
attached to the export trade and due to the joint efforts by all localities 
and departments concerned, a series of measures were promptly taken to 
encourage exports and strengthen its management, so that is was still possible 
to achieve an increase in our exports. During the period from January to 
September, exports achieved a total of $18.13 billion, which was an increase 
of 2.3 percent compared to the same period last year. Excluding the factor of 
declining prices, the volume of exports had increased 10.2 percent. The 
fourth quarter is the high season for exports, and judging by the present 
trend of developments, further increases in exports can be predicted. 


During the period from January to September this year, imports increased very 
rapidly and reached $22.52 billion, an increase of 66.7 percent compared to 
the same period last year. The major commodities that registered increases 
were: new technologies and complete sets of equipment, steel products, 
nonferrous metals, timber, synthetic fibers and electrical household 
appliances. The importation of all these materials played an important role 
in strengthening the construction of key projects, in the technological 
transformation of enterprises, in promoting industrial and agricultural 
production and in supplementing and enriching the supplies in our markets. 
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JPRS-CEA-86-062 
22 May 1986 


FOKEIGN TRADE AND INVESTMENT 


FUJIAN'S FOREIGN TRADE INCREASES, RANKS FIRST IN COUNTRY 
Fuzhou FUJIAN RIBAO in Chinese 27 Sept 85 p 2 


[Article by correspondent Chang Peiqing [2545 0160 1987] and reporter Li 
Fanglin [2621 5364 2651]: “Opening Up Sources of Export Commodities, Changing 
Commodity Structure; Good Prospects for Fujian's Exports; 70 Percent of the 
State's Prescribed Export Plan Already Fulfilled January to August; Actual 
Exports Achieved 8.4 Percent Increase"] 


{Text ] Fujian's foreign trade departments overcame this year various 
unfavorable factors and actively expanded exports, thereby creating foreign 
exchange revenue for the state. In the second half of the year, exports 
accelerated and exceeded imports, an excellent developmental tendency indeed. 
Up to the end of August, the province already fulfilled to 70 percent the 
annual export plan prescribed by the state, with an 8.4 percent increase in 
actual exports as compared with the corresponding period last year. Fujian 
ranks foremost among all provinces and municipalities of the whole country 
with the growth rate and rate of increase in its exports. The traditional 
Staple export commodities from Fujian, such as canned mushrooms, plastic 
Slippers and oolong tea, registered large increases compared with their 
exports during the same period last year. 


At the beginning of this year, because of an insufficiency in sources of 
export commodities in Fujian, the province suffered setbacks in its 
traditional markets and the progress of Fujian's exports, therefore, slowed 
down for a time. Under these circumstances, the leadership in the foreign 
trade departments at all levels throughout the province did a widespread and 
penetrating examination and study at the grassroots, adopted a series of 
measures and ensured the fulfillment of the export plan. Aiming particularly 
at the problem of insufficient sources of export commodities, a large number 
of personnel were dispatched to places within and outside the province to 
actively organize sources of marketable export commodities. At the same time, 
Fujian adopted such economic measures as importing raw and ancillary materials 
for processing, importing key equipment, supplying goods and materials on 
exchange, and adapting prices to market quotations, as far as policies 
allowed, to expand production of export commodities and stir up enthusiasm 
among the production enterprises. 
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To improve exports at a time when the traditional markets in Hong Kong and 
Macao were in a depressed state, the various import and export companies 
engaged in Fujian's foreign trade adopted the method of marketing through the 
holding of exhibitions, concluding transactions by correspondence or 
telegraph, going abroad to market goods and aiming efforts on key markets and 
key customers. At the spring trade fair in Guangzhou this year alone, the 
amount of export transactions exceeded the set norm by 29 percent. Fujian 
Province also held exhibitions in Australia and Nagasaki, Japan, for the 


purpose of marketing its commodities and to expand the influence of Fujian 
products abroad. 


This year, Fujian's foreign trade undertakings displayed some new 
peculiarities. One is the change in the structure of export commodities, 
namely a gradual expansion from the past emphasis on agricultural and sideline 
products to industrial and mining products. Among the various categories of 
commodities, the margin of increase was comparatively large in hardware and 
mining products, textiles, shoes and hats, silks and brocades, each item 
achieving exports of more than 20 percent over those of the same period last 
year. Among these, hardware and mining products together and textiles 
increased by 87 and 60 percent, respectively. Second, new markets were opened 
ap abroad. This year, marked successes resulted from efforts by the special 
import-export branch corporations to establish trade contacts across the 
oceans and expand exports to the Middle East, to the United States and Europe. 
Up to the end of August, the amount of Fujian exports to the United States 
market increased 69 percent compared with the corresponding period last year. 
Third, the exports of new mainstay products and from new commodity sources 
increased. The relevant import-export branch corporations emphasize the 
production and export of some key developmental commodities, such as mining 
products, the products of the light and textile industries, animal by- 
products, products of the breeding industry, frozen goods, footwear and 
asparagus. The development of these commodities has already assumed 
sonsiderable proportions. This year, the exports of asparagus has increased 
2.8 times compared with the same period last year. The exports of athletic 
shoes has increased 69 percent compared to the corresponding period last year. 
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JPRS-CEA~86~09- 
22 May 195° 


FOREIGN TRADE AND INVESTMENT 


FUJIAN TAX REVENUE FROM FOREIGN PARTIES SHOW RAPID INCREASE 
Fuzhou FUJIAN RIBAO in Chinese 27 Sep 85 p 2 


[Text] Following the further opening up in foreign trade, the work of 
taxation of foreign parties, the main targets being Chinese-foreign joint 
ventures, cooperative management and foreign-owned enterprises, has achieved 
gratifying results. We understand that in the first half of this year the 
foreign-related taxation has achieved more than 14.46 million yuan, which 
amounts to 93 percent for the whole of last year. In this figure, the 
consolidated industrial and commercial tax was more than 11 million yuan, the 
enterprise income tax almost 3 million yuan, and in addition there was also 
the real estate tax, vehicle and boat use tax, individual income tax and 
foreign ship's tax. 


Fujian has by now approved 222 Chinese-foreign joint ventures, 209 Chinese- 
foreign cooperative management enterprises and 10 foreign-ownel enterprises, 
with a total investment of 1.5 billion yuan. There are rapid increases in tax 
revenue from foreign-related sources. Through several years of strenuous 
efforts, the tax departments have established an independent organization for 
foreign-related taxation with offices at Fuzhou, Xiamen, Quanzhou and other 
places, with a complement of more than 60 full-time and concurrently employed 
personnel, and have gradually perfected the administrative and taxation 
institution. The Xiamen foreign-related tax departments insist on having the 
enterprises make their tax payments and reports according to prescribed times 
and as required by the auditing system; they also have designated special 
personnel to take care of key enterprises with large tax payments. 


The foreign-related taxation departments also actively maintain close contacts 
with departments and units concerned with business with foreign parties, to 
avoid that during negotiations or contracts the provisions of the national tax 
laws may be violated. At the same time they propagate knowledge of foreign- 
related tax work, 30 as to have more and more foreign merchants understand 
China's tax laws and the various tax benefit provisions, to resolve any of 
their anxieties and have them definitely come to Fujian Province to invest and 
contribute to the economic construction and development of Fujian Province. 
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JPRS-CEA-86-062 
22 May 1986 


FOREIGN TRADE AND INVESTMENT 


PROBLEMS WITH FUJIAN'S EXPORTS DISCUSSED 
Fuzhou FUJIAN RIBAO in Chinese 27 Sep 85 p 4 


[Article by Gu Ming [7357 6900]: "Creating Foreign Exchange Through Exports 
and Developing New Products" ]} 


[Text] The practical experiences of the 36 years since the founding of the 
PRC tell us that in order to increase exports and create more foreign 
exchange, it is necessary to energetically develop new products. In 1949 all 
that Fujian couid offer in export commodities were certain agricultural, 
Sideline, native and specialty products and handicraft articles; exports 
amounted to only $900,000. Up to last year, Fujian Province had developed 
some 30-odd large categories of export goods of more than 400 main articles 
and types. In addition to the traditional products, main reliance is now on 
the development of new products, such as canned mushrooms, plastic slippers, 
television sets, handicraft cloth shoes, etc. All these items have developed 
into hot-selling merchandise earning $10 million and more foreign exchange, 
anounts that make up one-third of the total amount of exports from Fujian 
Province. 


In the last few years, Fujian has developed a number of new products that are 
very much welcomed in the international market, such as textiles, canned 
asparagus, "Nike" brand athletic shoes, fresh-water eel, granite slabs and 
artificial flowers. If we only make one arduous effort, it is absolutely 
possible to develop them into large-volume export merchandise, and even into 
hot-selling products. The problem is at present that we still maintain in the 
subjective and objective conditions and in our system certain elements that 
are unfavorable for the development of new products. For instance, in the 
case of the "Nike" athletic shoes, Fujian Province set up special factories in 
Quanzhou and Fuzhou in 1981, which now manufacture seven kinds, with another 
seven kinds soon to be produced one after the other. Since starting 
exportation, these products were well received and brought in considerable 
foreign exchange; there was also a great demand in the international market. 
However, due to certain restrictions by objective conditions and various 
disadvantages in the system and in policies, the enterprises could not make 
full use of their designated capacity. Raw materials and ancillary materials 
had to rely on imports, at times delivery was delayed due to difficulties in 
transportation, which all adversely affected expansion of reproduction 
capabilities and improvement of product quality. If this series of problems 
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can be solved, the "Nike" athletic shoes could also be developed into one of 
the hot-selling items from this province. 


The development of new products requires an even greater effort on our part in 
four respects: First, we must bring the advantages of our mountains, sea, our 
overseas compatriots and specialties fully to bear and draw up a plan for the 
development of new products, according to the developmental needs of our 
national economy and the technical and economic feasibilities, and we must 
further rationally adjust the structure of our agricultural production. We 
must adhere to the "“"trade-industry-agriculture"™ production pattern in 
developing new products for export. Second, complying with the consumption 
customs and consumption levels of foreign markets, and being conscious of the 
differences in the economies, living conditions as well as the ethnic 
differences and different customs of the various countries, we must give 
attention to the quality, patterns, colors and styles of our new products in 
order to meet different demands. Third, we must attract foreign investments, 
develop cooperation between industry and trade and between technology and 
trade, we must attract foreign trade and link up with the domestic economy, we 
must transform existing enterprises and must pay special attention to the 
development of high-quality processing of imported raw and semiprocessed 
materials, we must develop light and textile industries, the foodstuffs, 
electronics, forest products and chemical industries, and pave the way for the 
production of high-quality, highly refined, highly sensitive, rare, first-rate 
and locally specially favored products for export. Fourth, the production, 
circulation and science and technology departments and foreign trade 
enterprises must attach importance to pave the way for new products, establish 
organizations for the research and manufacture of new products, constantly 
keep informed of international market conditions, and all our policies, 
measures and specific links of production must support the enterprises in 
paving the way for new products. 
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22 May 1986 


FOREIGN TRADE AND INVESTMENT 


FUZHOU'S FOREIGN CAPITAL ABSORPTION REPORTED 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 41, 14 Oct 85 p 31 


[Article by special correspondent Chen Yunshu [7115 0336 2885]: "The State of 
Joint Venture Enterprises in the Fuzhou Municipality") 


[Text] From 1979 to June of 1985, 109 Chinese-foreign joint venture, 
cooperative management and solely foreign-financed enterprises were approved 
and established in the municipality of Fuzhou and its eight surrovuncirg 
counties. Among these, the time limit for one cooperative enterprise expired, 
and four other contracts will not. be fulfilled fur certain special reasvuns, 
leaving 104 cases in which contracts are in the process of being fulfilled. 


Among the total 104 cases, 45 are industrial enterprises with a foreign 
investment of $30,895,800, accounting for 43.26 and 43.22 percent, 
respectively, in the two mentioned total figures; 11 are communications 
enterprises with a foreign investment of $2,910,200, accounting for 10.57 and 
4.07 percent, respectively; 10 are recreational and amusement enterprises 
with a foreign investment of $541,600, accounting for 9.61 and 0.75 percent, 
respectively; 9 are cooperative’y managed hotels with a foreign investment of 
$29,053,00°, accounting for 8.65 and 40.64 percent, respectively; 8&8 are 
building and outfitting enterprises with a foreign investment of $4,102,200, 
accoanting for 7.69 and 5.74 percent, respectively; 6 are plantation ard 
animal breecing enterprises with a foreign investment of $449,590, accounting 
for 5.76 and 0.62 percent, respectively; 5 are trading enterprises with a 
foreign investment of $1,788,000, accounting for 4.8 and 2.5 percent, 
respectively. There are, furthermore, 3 compensation trade enterprises with a 
foreiga investment of $1,325,900; 3 enterprises engaged in business outside of 
Fuzhou with a foreign investment of $345,000; 2 enterprises of technological 
cooperation with a foreign investment of $65,000, and 2 labor cooperative 
enterprises. 

Analyzing the 104 cases according to the origin of the foreign capital: ° 

from Hong Kong (79.8 percent), 4 are from Macao and the United States (3.04 
percent), 3 are from the Philippines, Singapore and Japan (2.00 percent each) 
and the remaining 4 are from Jordan and North Yemen. 


Operation of these enterprises, which have absorbed foreign capital, has 
already shown gratifying results. First, several old enterprises have been 
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transformed. For instance, the former Fujian Electronics Factory in 
venture with the Hitachi Co of Japan established the Furi Television Co, 

and took on an entirely new look. During the 4 years, while both partie 
the joint venture earned satisfactory profits, the enterprise produced 750,0 
television sets of various kinds, some were even exported to Canada, P 
ana other countries. Another case is that of the former Fuzhou Elect 
Tube Factory which entered into a joint venture with the Philippine 
Technology Co, Ltd. and set up the Fuxin Picture Tube Factory, which imported 
a Japanese production line for black and white picture tubes. After only half 
a year of production, its products reached the quality level of the same type 
of imported products (i.e. the H tubes) and with the permission of the 
“inistry of Electronics Industry the enterprise enjoys the privileged 
treatment of a manufacturer of high quality, favorably privted products. 
Second, these enterprises strengthened foreign exchange earning capacity. For 
instance, the former Gushan Clothes Factory and other factories together with 
the Changming Toy Co, Ltd. of Hong Kong established the Fujian Changming Toy 
Factory. From its inception in September 1983 to the end of 1984, this 
factory processed and manufactured 585,000 toys; all were sold back to the 
foreign principal. There is also the example of the Fuzhou Building and Land 
Development Co which in a joint venture with the East City Real Estate Co of 
the United States and the Equator Co, a private limited liability company of 
Singapore, built several high-class residential houses. For these houses 
payment was collected abroad as they were supplied in China to meet the demand 
from overseas Chinese who returned to live permanently in China, a system that 
also increased the foreign exchange earnings of the state. Third, ti 
enterprises improved the investment environment and thereby promoted the 
opening up of our economy to the outside world. In recent years, imported 
foreign capital was used to renovate five old hotels and build four new 
holels, most of the work has already been vonmpleted and the hotels 
uperating. At the same time, foreign capital was used to import a number of 
tourist vehicles, such as small buses and taxis, which greatly improved 
transport conditions in the city for the greater convenience of Chinese and 
foreign travelers. 


Since 1985, there has been a new change in the purposes for which Fuzhou 
imported and used foreign capital. According to statistics covering the 
period from January to June 1985, 23 Chinese-foreign joint venture and 
cooperative management enterprises were approved and set up. Among these, 15 
were for the transformation of old industrial enterprises, with a foreign 
investment of $9,516,700, accounting for 65.21 and 88.11 percent, 
respectively, of the two total figures; 6 enterprises were for technologica 

purposes or the development of natural resources, with a foreign investment of 
$546,300, accounting for 26.08 and 7.85 percent of the two totals, 
respectively; these two categories together make 21 enterprises, with a 
foreign investment of $10,365,000, and accounting for 91.30 and 95.97, percent 
of the mentioned two totals, respectively. This shows that the focus in the 
absorption of foreign capital in Fuzhou Municipality is now on the 
transformation of old enterprises and the development of the resources on land 
and in the sea, and that strenuous efforts are made through cooperation with 
foreign capital to import new technologies, develop new products and take ful) 
advantage of the favorable conditions presented by the abundant natural 
resources in the local mountains, the sea, the sand and the minerals, striving 








for a greater production of industrial products, local specialties, aquatic 
products, construction materials, etc., also to gain entrance into the 
international markets and to have these joint venture and cooperative 
management enterprises not only to achieve a foreign exchange balance, but to 
create larger amounts of foreign exchange. 
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FOREIGN TRADE AND INVESTMENT 


BELY OF OPEN ECONOMIC AREAS IN SOUTH BENEFITS GUANGDONG 
Beijing RENMIN RIBAO in Chinese 4 Nov 85 p 1 


[Article by Huang Shaojin [7806 4801 6651] and Jiang Shunzhang [5592 7311 
4545}: “Opening To the Outside World and Conscientiously Implementing Special 
Policies and Flexible Measures Shapes Guangdong's Coastal Areas Into an 
Economic Open Zone Characterized by Multi-Levels, Multi-Forms, Multi- 
Functions, Playing an Important Role in the Economic Development of the Entire 
Province" ] 


[Text] Presently, an economic open zone is forming along the broad coastal 
region of Guangdong Province, a zone of many layers, forms, and functions. 
This is the result of 6 years of continuously opening to the outside world and 
conscientiously implementing special policies and flexible measures by the CPC 
provincial committee and the provincial people's government, based on the 
overall strategical dispositions in China's economic con3truction. 


The three SEZs of Shenzhen, Zhuhai and Shantou as well as the three different 
levels of Hainan Island, the two open cities of Guangzhou and Zhanjiang and 
the Zhujiang Delta zone comprise this open economic zone. Implementing the 
principle of "attracting foreign trade and linking with the domestic economy" 
in a great variety of ways by widely opening this area for the processing of 
imported materials, cooperative production, compensation trade, joint 
ventures, single-ownership businesses, the joint development of natural 
resources, the joint operation of factories and joint marketing, this open 
zone gradually became an important "bridge" and "tie" between inland China and 
Hong Kong and for stronger bonds with overseas contacts. 


The experiences of the last 6 years have shown that this open economic zone 
has played an important role during its formative phase in the economic 
development of Guangdong Province. 


First, through the utilization of foreign capital, key construction was 
accelerated in the fields of industry, communications and energy sources. 
According to statistics, from 1979 to the end of September of this year, a 
total of more than 50,000 contracts were signed throughout the province 
involving some form of utilization of foreign capital. Foreign capital 
actually invested so far amounts to a total of $2,476 million, which is more 
than achieved by any other province, municipality or autonomous region. 
Foreign capital was utilized throughout all branches of trade and industry, 
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Cobos in industrial and agricultural under*akings, communications and 
transportation, postal and telecommunications undertakings, construction of 
sources of energy, and trade and tourism. 


Second, the importation of technologies promoted the technological 
transformation and technical progress in existing industrial enterprises 
throughout the entire province. According to statistics, from 1982 to April 
1985, the entire province imported over 700 production and assembly lines, 
500,000 pieces cr sets of equipment, and effected the technologica: 
transformation throughout all trades and industrics of the entire province ir 
such lines as electronics, electrical househvoli arnliances, light and textile 
industries, and the foodstuffs, machine builiing, and printing equipment 
industries. In the last few years, the entire province developed almost 10,000 
new products and raised the competitive strength of Guangdong-produced 
merchandise in the domestic and international markets. During the last 5 
years, the industrial enterprises in the city of Foshan instituted a 
systematic technological transformation in more than 500 enterprises, 4a 
partial transformation in more than 450 enterprises, and developed a total of 
more than 230 new products through the importation of technologies and 
equipment. After digesting, adopting and innovating improvements, they, 
moreover, transferred certain technologically advanced items of equipment to 
places in the interior of the country. 


Third, the study and adoption of modern management experiences improved 
economic management. By opening up to the outside world and importing 
technologies, the various departments in Guangdong Province concerned with 
economic management eagerly studied and adopted modern management experiences 
and adapted them for use in China in line with China's national conditions. 


Fourth, Guangdong strengthened its export capacity. In 1978, before opening 
up to the outside world, the total value of exports in Guangdong's foreign 
trade amounted to less than $1 billion. In the last 6 years, the vale of 
exports continuously increased and in 1984 hac risen to $2.42 billion, an 
increase of 1.43 times compared with 19738. During the period from January to 
September this year, new increases were again achieved in the total amount of 
exports from Guangdong Province, raising them to $1.97 billion, an increase of 
more than 12 percent compared with the corresponding period last year. 


The rapid development of the economy in this open economic zone brought about 
a series of changes in the national economy of Guangdong Province. There was 
a striking improvement in the state of serious imbalance that existed 
previously in the national economy of the province, and a trend toward 
harmonivus coordination of the proportionate relations between agriculture, 
light and heavy industy and internally within industry and agriculture has set 
in. The gross value of industrial and agricultural output is continuously 
rising at the steady pace of an annual average of 9 percent. Fiscal revenus 
is progressively rising at an average annual S percent, and the financial 
state has taken a turn for the better. The entire province has already 
fulfilled the Sixth 5-Year Plan 1 year ahead of time. 
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JPRS-CEA-86-0F 
22 May 1986 


FOREIGN TRADE AND INVESTMENT 


HEBEI USES LOCAL RESOURCES TO EXPAND FOREIGN TRADE 
Beijirg RENMIN RIBAO in Chinese 16 Aug 85 p 2 


[Article by correspondent Qin Xiaofeng [4440 2556 7364]: “Hebei Province 
Continues To Expand Scope of Its Exports”] 


[Text] In the last few years, Hebei Province took full advantage of the 
Superiority of its natural resources, manpower and material resources to 
deveJop its foreign trade. Presently, more than 700 articles deriving from 
this province have entered the international market, among them sheet glass 
and sanitary equipment exports rank highest in the entire country. Hebei's 
exports of textiles, garments, antibiotics, carpets, pottery and porcelain for 
daily use occupy an important place in China's exports. Hebei has established 
economic and trade relations with more than 120 countries and territories 
throughout the world, and is maintaining close trade contacts with over 1,000 
foreign firms. Hebei's export commodities have sound and unimpeded marketing 
channels. 


To further invigorate exports, to create more foreign exchange and promote the 
province's economic development, the foreign trade departments of Hebei are 
embarking on the following work: 


In a variety of forms, they continuously expand the use of foreign capital. 
According to incomplete statistics, during 1984, there were 32 instances of 
joint ventures, cooperative enterprises, compensation trade, leasing contracts 
and processing of imported materials, an increase of 1.9 times compared with 
1983; the amount of foreign capital involved in these contracts increased 7.4 
times. This year it is planned to achieve an even larger amount in contracts 
with foreign investments compared to last year. 


In imports, attention is paid to import new technologies, new techniques, new 
equipment and new materials of an advanced nature and of actual usefulness, so 
as to promote the transformation of existing enterprises and trades and to 
update technology throughout the entire province. Special emphasis is being 
placed on the importation of certain key items, such as' technologies for 
refining cottonseed oil, comprehensive processing of corn, milling of highly 
refined flour, processing of compound feed, flax spinning and the manufacture 
of sanitary equipment for buildings. Attention is further.ore focused on the 
development of Chinese-foreign joint ventures and cooperativ- v‘anagement 





enterprises for the production of cement and marble as well as for the 
construction of hotels. 


Hebei contracted with over 10 countries and territories for the execution of 
engineering projects and for labor service and technical cooperation abrvad. 
In 1984, the entire province contracted for 8 projects and had 800 of its 
personnel working abroad. For this year, it is planned to increase the 
amounts involved in these contracts 22.7 percent compared with last year, and 
the amount of business is to increase 1.9 times compared with last year; it is 
expected to have up to 2,400 people working abroad by the end of the year. 


Hebei effectively exported mainstay staple commodities and commodities with 
good potential. In 1984, the whole province earned 1 million [as ,published] 
in foreign exchange. 


There were 73 items that earned $10 million or more, and these accounted for 
78.3 percent of the total foreign exchange revenue from the exports of the 
entire province. The main items were red beans, shelled peanuts, corn, 
garments, carpets and crude oil. At the same time, Hebei also paid attention 


to support commodities with good potential and to pave the way for new export 
commodities. 


Hebei adopted a series of favorable measures to attract foreign investments 
and import technologies. 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


JIA SHI ON INCREASED EXPORT CONTROL--At the Guangzhou Trade Fair, Jia Shi, 
vice minister of Foreign Economic Relations and Trade, stressed increased 
control of exports to the Hong Kong and Macao areas, calling on all trade 
delegations to proceed from the whole situation of national in -erests unite 
in dealing with foreign countries and make a success of the trade fair. 
During the fair, Jia Shi addressed noted personages of industrial and 
commercial circles in Hong Kong and Macao, responsible persons of various 
provincial and municipal delegations and heads of various trade delegations on 
different occasions. When he mentioned that there are still “substandard 
goods" being exported to Hong Kong and Macao markets, he said: This problem 
has to be solved. The Ministry of Foreign Economic Relations and Trade has 
already adopted many measures to increase control in regard to export -icenses 
and quotas. Some have scored marked results. More necessary measures wiil be 
continuously adopted in the future. He said: The Mini try of Foreign Economic 
Relations and Trade is considering formulating a new set of procedures for i.e 
control of exports to the Hong Kong and Macao area. He poin -d out that this 
fair was held after the National Conference of Party Delegates and that all 
trade delegations should adopt new practices, attitudes and styles to make a 
success of this fair, expand exports, increase foreign exchange earnings and 
make greater contributions to China's four modernizations. [Text] [Beijing 
GUOJI SHANGBAO in Chinese 21 Oct 85 p 1] 12302 
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22 May 1986 


SPECIAL ECONOMIC ZONES 


IMPROVEMENTS IN SHANTOU'S TRANSPORTATION, TELECOMMUNICATIONS 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 41, 14 Oct 85 p 29 


[Article by Sun Guolin [1327 0948 3829] and Yang Zhicui [2799 0037 3862]: 
"Shantou Making Strenuous Efforts To Improve Its Transportation and 
Telecommunications Conditions" ] 


[Text J With the continuous improvement of its investment environment, more 
ard more foreign businessmen come to the Shantou SEZ to invest and build 
factories. What is the state of Shantou's' transportation and 
telecommunications? This is a question that overseas Chinese and foreign 
businessmen are much concerned about. This year, Shantou Municipality and the 
Shantou SEZ are actively adopting measures in 4 strenuous effort to improve 
the state of transportation and telecommunications in the area. 


As regards aviation: Large Boeing 737 passenger planes are already flying 
between Guangzhou and Shantou, and in the near future flights will be 
initiated between Shantou and Hong Kong, Shantou and Bangkok, Thailand, and 
between Shantou and various large Chinese cities. The Eravan Airline Co, 
whieh is under the direction of Chartchai Chunhawan, who is also president of 
the Chinese-Thailand Friendship Association, has now decided to institute 
regular direct flights from Bangkok to Shantou. After a trial flight in the 
near future, regular air service will be started. 


To allow large planes to fly safely into and out of Shantou's airfieli, the 
State has already approved the extension of the Shantou airfield. It is 
planned to invest 40 million yuan to lengthen and reinforce the airfield 
runways, expand the terminal building and add other auxiliary installations. 
Work on these projects is expected to begin in September of this year, and it 
is hoped that all work will be finished before the Spring Festival next year. 


As regards port facilities: This year Shantou will continue the construction, 
and partially newly construct six passenger and cargo wharves and berths for 
vessels up to 5,000 tons, also two separate wharves on anchored pontoons for 
vessels up to 16,000 tons. On completion of all these engineering projects, 
the annual handling capacity of Shantou port will be increased by an 
additional 2.5 million tons, more or less, which means more than doubling the 
present handling capacity. 
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The Shantou SEZ alread» has two cargo ships and one passenger ship on the 


Shantou-Hong Kone run. f ‘ial container berth for ships up to 3,000 tons 
4a3 compieted in the Ohontou SEZ at the beginning of this year. Strenu 

cS are being made to ins all all auxiliary equipment, and it is expected 
that the facility will be in operation in October of this year. 


As regards land transvortation: From Shantou, highways extend in alii 
directions, and direct passenger and freight transport reaches Guangzhou, 
Shenzhen, Jiulong, Meixiarn as well as the Fujian cities of Zhangzhou, Xiamen 
and otner places. The Shantou SEZ Joint Transport Co, recently set up with an 
investment of 5 million yuan RMB, has over 100 vehicles of all kinds and 
engages mainly in passenger and freight transportation within the province and 
beyond as well as in cargo transfers. Passenger traffic has now been 
established from Shantov t> “uangzhou, Shenzhen, Zhuhai, Zhangzhou, Xiamen and 
Quanzhou 


In order to bring about a change in the backward state of telecommunications 
in Shantou, the Post anc Communications Bureau of Shantou Municipa.ity is 
making strenuous efforts this year to expand capital construction of various 
telecomm inications installations. Recently, a new  telecommunications 
installation, a crossbar automatic telephone exchange with 7,000 outlets, has 
been taken into use. The number of telephones in the municipal area has risen 
to 12,000, an increase of 1.4 times over the number originally in operation. 


Long-distance teleconmuni ations from Shantou to places inside China and to 
foreign countries are tw also being gradually improved. Following the 
opening of a j40-lire fu ly electronic telegraph exchange in February, by 
whicn a section of the u.ors can direstly send and receive te.egrams, the 
installation of a fully a:itomatic electronically programmable small exchange 
for 240 long-distance telephone lines has been compleved and put into 


operation in August. A section of the users can direct'y dial calls to Hong 
Kong, Shenzhen and Guangzhou. Some of the Shantou SEZ‘'s factories and 
enterprises have "telex" equipment. In addition, work is being speeded up on 
a Guangzhou to Shantou _ong-distance microwave project and on a Xiamen to 
Shantou small diameter 6-strand coaxial cable project. 


In July of this year the Post and Telecommunications Bureau of Shantou 
Municipality sitned a or -ract with the NEC Co of Japan for the importation of 

10,000-line progrea le automatic exchange. This programmable exchange 
with digital time-division memory (an improved model of the NEAX-61 model) is 
a comprehensive communications installation with an exchange for city calis of 
up to 10,000 lines, 512 lines for long-distance calls, a 69 PCM transmission 
installation and an automatic fee charging system. It has 29 different 
functions, such as call transfers, telephone conferences, hot lines, etc. It 
is expected that instailation of this equipment will be completed and ready 
for use by July next year. By that time there will be more than 20,000 
telephones in the municipal area, and the communications capacity will have 
been raised to 3 times what it was before. 
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TRANSPORTATION 


GUAN;ZHOU-SHENZHEN RALTLROAD COMPANY IMPROVEMENTS REVIEWED 


Beijing LIAOWANG [OUTLOOK] in Chinese No 37, 16 Sep 85 p 24 


{Article by Lin Chen [2621 0109] and Ling Wancheng [0109 1346 2052]: "A Look 
At the Guangzhou-Shenzhen Railroad Company on the March"] 


(Text) The Guangzhou-Kowloon Railroad is one of China's principal overland 
foreign trade routes. A small part of it (the section from Luohu Bridge to 
Kowloon) is under Hong Kong administration. Construction of the Guangzhou- 
Kowloon Railroad began in 1907; in 1911 construction was finished and the line 
was opened to traffic. This line's equipment is antiquated; it has only a 
Singie track, and its passenger and freight traffic capacity is very low. In 
1983, Hong Kong doubletracked and electrified the 34 kilometer section from 
Luohu Bridge (a point on the border between China and Hong Kong) to Kowloon, 
but the 147 kilometers of rail line running from Guangzhou to Shenzhen 
remained as it nad been. Following opening to the outside world, passenger and 
freight traffic to and from the Shenzhen special economic zone increased 
sharply. This section of the road was obviously unable to handle the new 
situation. Since China's financial resources are limited, where would the 
funds come from for doubletracking and improvements all along the line? 


On the basis of reports from the Ministry of Railways, the Hong Kong branch of 
Xinhua News Agency and Guangdong Province, in June 1983 the State Council 
approved establishment of the Guangdong-Shenzhen Railroad Company and required 
that this company become responsible for providing passenger and freight 
transportation to the outside world over the Guangzhou-Shenzhen Railroad in 
accordance with a program of itself deciding on conduct of operations, 
responsibility for its own profits and losses, itself finding needed funds, 
and itself making improvements. At the same time, it was to be responsible for 
the task of doubletracking and electrifying the line between . Guangzhou and 
Shenzhen. It gave the Guangzhou-Shenzhen Railroad Company authority to approve 
independently design and construction, authority over passenger and freight 
operations, train dispatching authority, authority to hold external talks on 
provessional matters and authority to retain foreign exchange for use. This 
was an effort by China to improve the railroad's construction and its 
management system. 


To make use of these authorities, the company adopted a management 
responsibility system inits leadership organization. Its administrative 
organization consisted of only three branch companies, one department and one 
office, namely the Transporation Branch Company, the Capital Construction 
Engineering Branch Company, and the External Service Branch Company, the 
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Finance Department and an office. The Guangzhou-Shenzhou Railroad Company als: 
set up a political department anda CPC Committee office totaling i6 
employees. Party cadres for propaganda, organization, discipline inspection, 
tracge unions, the Young Communist League Committee, and military affairs set 
up a system of a cooperative division of labor in a combined office. This 
managenont organization had few levels, excellent personnel, flexible command 
and niga «fficiency. 


The whole company had a total of nearly 5,000 staff members and workers in its 
nine station zones, two joint venture enterprises and five collective 
enterprises. A hiring system was used for all cadres in the company from top 
to bottom (with the exception of the CPC Committee secretary, the Discipline 
Committee secretary, the trade union chairman and the Young Communist Youth 
League secretary who were elected). The period of hire was 2 years. This 
effective improvement of the company leadership system stirred very deeply 
the encthusiasm and initiative of cadres at all levels, infusing the company 
with vitality. 


Faced w th fierce competition from the highway, water, and air transportation 
sectors, the Gvangzhou-Shenzhou Railroad Company did everything possible to 
improve its service facilities and raise the quality of its service. During 
peak passenger travel times at Christmas, Easter and the lunar new year, the 
company added passenger cars and increased ticket prices somewhat. During the 
slack travel season, the company lowered ticket prices somewhat. Various 
flexible ways of doing business insured steady rise in the volume of passenger 
travel and steady increase in earnings from passenger tickets. During the 
first half of 1985, 1,144,000 more passengers were carried than during the 
same period in 1984, and income increased 67.5 percent over the same period in 
1984, 


Improve or or the company's leadership organization greatly accelerated 
progres on the doubletracking and electrification of the Guangzhou-Snenzhen 
Railroa.. Forrerly the railroad's engineering ind design exam nation and 


approval procedures had been relatively cumbersome. The Guangzhou-Shenzhnen 
Railroad Company adopted a new system of unified planning for investment, of 
examination and approval of designs, and of letting tenders for engineering 
work. The company's managers were authorized to organize appraisals and to 
examine and approve design plans. The company adjudicated cases where design 
Standarcs anc maintenance standards conflicted. This not only greatly 
simplified procedures and reduced wrangling, but also helped shorten design 
time ane hast*n construction progress. For example, design standards for No 2 
passenger of* ‘on in Guangzhou were stricter than those for either the Bei jing 
or the Cher,.ha stations, but only 3 months time vere required from design 
until exarination and approval. Company Deputy Marager Zhons [6986) told the 
reporter thas by June 1985 the wo: k of designing double tracks, of designing 
Signals, of designing electric power, and of requisitioning land and razing or 


removing buildings had been substantially completed, and work was already 
underway on 110 kilometers of double track and on 13 stations and 11 large anda 
medium size bridges along the right of way. By 1986, service would be open on 
both tracks between Guangzhou and Shenznen, and in 1987, the whole line would 


be electrifiec, 


Without jdeu»* more than 1 year of practice by the Guangzhou-Shenzhen Railroad 
Company [<3 rovided beneficial experience in the building of a nique 
Chinese railroad transportation and management systen. 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


SINGAPORE MANAGEMENT TECHNIQUES SEEN ‘WELL WORTH’ ATTENTION 
Beijing GUOJI SHANGBAO in Chinese 24 Oct 85 p 3 


(Article by Xu Zhen [1776 2182]: “Some Methods in Singapore's Economic 
Management Are Well Worth Our Attention") 


(\Text}] The author of this article is head of the Bureau for the Reform of the 
Economic System in the State Economic Commission. He recently led a study 
group to Singapore to study their economic management techniques. On his 
return he responded to our request and wrote the following article. 


For more than 20 years, Singapore's economic growth was faster than the 
average world level of economic growth, while its inflation rate (annual 
average 3.8 percent) was lower than the average world level, thus achieving 
the ideal goal of a rapid economic growth with a relative stability of 
commodity prices in a way countries in general find hard to achieve. There 
are differences of opinion among foreign economists on the reasons for the 
comparatively fast economic development cf Singapore. Some believe it is the 
"magic power of market economy," and some believe it is "the result of state 
intervention." The Singapore government, on the other hand, says that it is 
due to “determining policies and methods according to one‘s actual 
conditions." I gained the impression that controls by the Singapore 
government in matters of importance are comparatively strict and comparatively 
effective, while they do not in the least obstruct the vital energy of 
Singapore's businessmen. Even though their national conditions and social 
rder are different from ours, their experiences in economic management and 
their techniques are well worth our attention in our studies and efforts to 
solve certain difficulties that we are encountering in our reforms. 


1. The Functions, Role and Peculiarities of the Government's Economic 
Management Agencies 


The main departments of the government in charge of economic management are 
the ministry of finance, the ministry of trade and industry, the ministry of 
communications and the ministry of national development (in charge of public 
installations, construction of buildings). Suboriinated to these 4 
ministries, there are 34 legally prescribed organizations, whose main 
responsibility is to carry out the relevant general and specific policies of 
ne state. Tneir special characteristics are: (1) They are established by 





parliament in orc er legislative procedure, prescribing in concrete terms 
| functions a . authorities. Since they are not government departments 

) dif-e: from private or common public enLerprises, ing 

ata rronizations, they are not restrained by cont o's from 

i rant ide government departments are, in admin.stiative and 
ancial ritto*s (2) They well reflect an integration of democracy with 

2e: tralization. Lvery legally prescribed organ’zation has a management 


sol mittee wrose president or director is appointed by the government, and the 
men.bership is como»xsed cf government personnel and private persons, so that 
the government's intentions and the opiaions from the various enterprises can 
al. be hecrd on the management committees. (3) There is a unison of 
responsibility wm authority; wherever responsibility rests, there are 
correspondir g mein: provided to handle the situation. For instance, when the 


no ie ¢ yvsles .t bwreau had to carry out the industrialization plan, it 

thor ty t> onroeve the position of newly arising industries, to grant 
x die t ras Cc investments, to grant tax exemptions and write off debts, 
‘© alic-aners ad sabsidies, take up share rights on behaif of the state, 


gr nt low-interes loans, determine export quotas, etc. (4) Much attention is 
given to transv2 se coordination; the main leading personnel in the legally 
prescribed organizations may concurrent!y serve in each other's organizations, 
the functions of some committee members too may be mutually intersecting, and 
there are also irregular or periodical coordinating meetings. (5) Much 
imoeor*tance is at:cached to rendering good service, and work efficiency is high. 
instanc?, p «jects concerning domestic or foreign investments, once found 


Vv. i 
in conformity th the state's economic interests and involving advanced 
»wicc, ar: quickly approved, and are, furthermore, receiving a variety 
.tior :l helcrul services. Some projects are settled in the time of only 


tonths. from application to start of operations. 
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of “cone ec Levers To Realize the Strategic Aims of the Government 


Th nooth achi vement cf the objectives of Singapore's two 5-year plans and 
on O-year ple, the very successful implementation of the economic 
reorganization r:lan, presently being carried out, are toa large degree 
related to Singa:ore's extensive use of economic levers and to the importance 
that is being at ach2d to the role of economic policies. 


refeccnti 1 i14 Treatment. This is mainly a means to encourage newly 

Lidust ier or the expansion of the manufacture of products that find 

y mar vret. T° manufacture of export commodities, the co istructi of 
nouses, oom a. whipping, research and develcpment, all kinds of corsulting 
serv 3, ‘he eo it purchases of production equipment from abroad by 


enterprises, acec>cot nee of deposits from nonresidents by Singapore banks, etc. 
L these items qualify for the favorable treatment of income tax exemptions, 
fully or in part. 


Policy of Finexicial Encouragements. This is evident in such measures as 
the granting o! 3: sporting capital, or subsidies for the development of new 
products, loan: t: small factories, export capital accommodation and credit 
insurance, ext ad J credits to the shipbuilding industry, subsidies to 
levelcpment fun 3 or the training in certain skills, etc. For instance, the 
support of oroj ct: with capital is mainly done in two ways: One is to invest 





Dy having the state take up shares, at the most to 50 percent of the total 
investment in question, but allowing the business management to later buy 
these shares when capable of doing so. The other way is to provide a loan, 
which can be at most up to 70 percent of the value of the fixed assets and for 
a period of 5 to 10 years. Subsidy for the development of a new product can 
be up to half of the direct costs of devcsloping the new product. If losses are 
incurred for 3 consecutive years, the project may receive an allowance of up 
to half of the losses. To encourage exports, the banks may obtain funds for 
loans to exporting factories or trading firms at a discount of 2-3 percentage 
points from the preferential interest rates from the state's finance control 
bureau. The export credit insurance company can also underwrite the risk of 
irrecoverable loans to export manufacturers and trading firms, the 
compensation paid not to be higher than 85 percent of the amount of the loan. 


(3) Allowing Special Depreciation. Investments used by factories to renovate 
their equipment are allowed zn annua). depreciation of one-third, so that the 
equipment is written off in 3} years. A i-year depreciation is allowed for 
electronic computers and automated office equipment. 


(4) Various Allowances. These are mainly investment allowances, allowances 
for interest payments on loans for mechanization and automation, allowances 
for service fees for foreign specialists employed on projects and allowances 
for the training of staff and workers in electronic computers and other such 
special skills. 


3. Control of State Enterprises by Means of Controlling Share Holdings 


The Singapore government controls its enterprises in a different way than it 
is done in China. They do not directly manage enterprises, but exercise 
control mainly through legislation and supervision, without intervening in the 
regular business activities of the enterprises. There are more or less four 
categories of enterprises in Singapore: the majority are private limited 
liability companies and private firms, then a considerable number of branch 
organizations of transnational corporations, state corporations with a fairly 
large range of business operations, and legally prescribed organizations with 
administrative as well as enterprise functions. 


The government's methods of controlling tne state corporations and the legally 
prescribed organizations are as follows: (1) They have to register according 
to iaw, in the same way as private enterprises, and compete on the same leve\ 
and on the same commercial principles as private enterprises, without enjoyiny 
any privileges whatsoever. (2) The state directly or indirectly acquires 
shares and exercises controls in its capacity of a shareholder. Depending on 
the nature of the enterprise and its role in the national economy, the state's 
shar2 holdings may be 100 percent or from 50 to 66 percent. At the same time 
the state corporations and the legally prescribed organizations may acquire 


shares in private corporations, and in this way exercise control. (3) In the 
case of enterprises that conform to the state's industrial policy and show 
good economic results support might be given by raising the share capital; in 


the cpposite case, restraints are imposed by withdrawing shares, irging them 
to recrganize or change their production plans. 





4. Supervision of the inancial Activities of Enterprises by Public 


Accountants 


All economic activity in Singapore is covered by legislation, all based on 
laws and in addition there are independent executive and supervisory 
organizations, with a set of auditing methods of a compulsory nature. These 
methods are mainly of the following kinds: (1) All business entities must 
prepare annual business reports and brief monthly financial reports. The 
aunual business reports must have been deliberated and passed by the meeting 
of the boards of directors; the monthly reports must be signed by the chief 
managers. (2) These reports must be examined and signed by a public 
accountant before being submitted to the government, as they would otherwise 
not be accepted as valid. (3) The public accountants are independent. They 
are legally responsible for accounts which they have examined, and they must 
not examine enterprises in which they are shareholders or enterprises operated 
by members of their families. 


5. ttention to the Role of People's Organizations 


Apart from government departments, the nongovernmental mass organizations play 
an important role in the modernized economic control. These organizations are 
very active, and play the role of a bridge »between the government departments 
and the enterprises. Their attention is mainly directed to the coordination 
of activities with the relevant policies of the government; they regularly 
transmit to their members the intentions of the government and submit to the 
government the desires and demands of the enterprises, also render consulting 
services of various kinds to their members and train personnel in skills of 
various kinds. 
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TAIWAN 


ACCOMPLISHMENTS OF ECONOMIC REFORM CONFERENCE EVALUATED 
Hong Kong CHIU SHIH NIEN TAI [THE NINETIES]in Chinese 1 Nov 85 pp 25-27 


[Article by Lin Heng [2651 1854]: "The Economic Reform Conference: A Judgement 
Before the Coffin is Closed"] 


[Text] Editor's Note: The Economic Reform Conference, which 
was convened in the midst of economic hardships was’ something 
on which a multitude of people had pinned their hopes, but its 
results have been disappointing. In the final analysis, this 
has been a political problem, the main reasons for which have 
been the conservatism of administrative departments, the 
bureaucratizing of matters, and the lack of good faith about 
reform on the part of officers in charge. 


At the end of April 1985, while presiding over a "finance and economics forum" 
that Chiang Ching-kuo had formerly always presided over in the past, the 
president of the Executive Yuan, Yu Kuo-hua, directed the setting up of a 
tempora:y organization that transcended ministries and commissions, which was 
named the "Economic Reform Conference." This conference had as its goal the 
presentation within 6 months of comprehensive and specific proposals for 
reform bearing on various current economic maladies in Taiwan, which were to 
be provided to the government for action. 


The announcement of this directive was just at the time that there had been a 
blue warning signal of a slump in the Taiwan economy for 4 months in a row and 
when the shock of the Hsin Hao [Credit Union scandal] had gone on for some 
time without abating, so it rapidly aroused a reaction in all quarters. The 
Executive Yuan had frequently solemnly vowed its resolve to carry out reforms. 
. At the same time, it had brought out a name list containing an impressive 
lineup of conference members as a result of which the public pinred rather 
high hopes on tne Economic Reform Conference. Not cnly did newspapers devote 
space to reports, commentaries and advice in extras, but one of the conference 
members, industrial magnate Wang Yungch'ing [3769 3057 1987], also said 
publicly at the 7 May founding meeting that if the Economic Reform Cunference 
did not succeed, he would commit suicide in an apology to the people of the 
country. The official convener of the meeting, the former Minister of 
Economics and present chief member of the founding meeting, Chao Hui-tung, on 
whom expectations and pressures were focused, also said to his wife: "If, by 
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any chance, the Economic Reform Conference does not succeed, and your husband 
is required to resign in apology to the people of tue country, don't be 
surprised." 

The Economic Reform Conference convened under such public gaze < i a lofty 
spirit of being able only to succeed but not to fail, formally cawe to a close 
on 7 November after slightly more than 5 months had passed ina flash. Just 
what showing did the Economic Reform Conference make and just what were its 
results as compared with the lofty sentiments and brave words of that day? 
Though the Economic Reform Cofference said that it would present a complete 
report of explanation that it would turn over to the people of the whole 
couutry before the conference ended in early November, in view of the mood of 
popular impatience, the CHUNG KUO SHI PAO [CHINA TIMES] conducted a survey a 
month earlier and prepared an all-around advance assessment of the Economic 
Reform Conference's effectiveness, che results of which made many people shake 
their heads. 


Just where had problems arisen? 
Imbalance Among Ministries and Commissions and Power Struggles 


At backward look at the background to founding of the Economic Reform 
Conference shows the existence of ouite a few problems from the very outset. 
Some people have described the Taiwan economy as being rotten to the core, and 
this being tr- se, setting up of another organization to deal with problems 
outside o: : rinmancial and economic units that had already demonstrated 
their abili*.«s to be unequal to their ambitior would give no cause for 
criticism. Nevertheless, founding of the Economic Reform Conference was 
tantamount to admitting that the government did not have a sufficient 
financial and economic line up and capacity to deal with problems. One can 
imagine that this did not set very weil witn many officials who unconsciously 
formed a frame of mind of passive resistance to the Economic Reform 
Conference. 


Furthermore, the serious imbalance among various financial and economic 
ministries and commissions was also one of the reasons for founding of the 
Economic Reform Conference. This amounted to a separation of the good and the 
bad. The very decisive Chao Yao-tung, who was known as Iron Head Chao, had 
been the leading member in the founding of the official Economic Construction 
Committee. He had earlier been an assistant; however, ever since March 1985 
following the chanze in the Minister of Economics, Li Ta-hai [2621 6671 3189) 
tried to be circumspect and strict about everything, making sure not to go out 
of bounds with the result that the Ministry of Economics' role was lcst. 
Thereupon, Chao Yao-tung’s enterprising nature came more and more to the fore. 
He frequently pushed new ideas, with the result that the Economic Construction 
Committee became imbued with a rich color and that made the Ministry of 
Economics pale by comparison. 


The result of this strength and weakness, waxing and waning adversely affected 
mutual relations, and it also occasioned a joining of hands among other 
financial and economic units on many occasions to block major proposals that 
the Econvumic Construction Committee had put forward. No matter what splendid 
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impetus was given by the Economic Construction Committee in conversations 
before the proposals were presented, in coordination committees, it was always 
Chao Yao-tung who retreated in disappointment. Consequently, looked at in a 
good light, founding of the Economic Reform Conference might be said to have 
taken responsibility for the task of rekindling coordination, which had fallen 
into an inharmonious state. It was hoped that it could put an end to the chasm 
that existed between the ministry and the commission. 


Looked at ina bad light, it ramified into internal power struggle issues. 
Founding of the Economic Reform Conference placed the Economic Construction 
Committee in the position of an assistant organization. The Economic 
Construction Committee was responsible for drafting the list of members and 
for the presentation of proposals by the Economic Reform Conference. Even the 
heavy responsibility for official convener of delegates fell on the Economic 
Construction Committee, and consequently responsibility for actual success or 
failure of the Economic Reform Conference was focused on the person of Chav 
Yao-tung. But the problem was that since this was a temporary consultative 
organization, how it could complete within the short space of only 6 months a 
long range master plan that wovld save the nation and rescue the people was a 
big question. For this reason, many people supposed that yet another reason 
for the founding of the Economic Reform Conference was to put Chao Yao-tung 
"on the spot" and that his receipt of instructions at a time of peril was an 
act of kindness that showed the high regard in which he was held by the Yu 
cabinet; however, this was not the case, in fact. 


That there was friction between Chao Kuo-tung and Yu Kuo-hua was commonly 
known to insicers in Taiwan political circles. At the time that Chao Yao-tung 
had been Minister of Economics, he had frequently been a central figure in 
var’ous circumstances because of tiis charisma as a leader, and people looked 
askance at this. In addition, rushing headlong into things was part of his 
open personality, and he frequently acted abruptly and did what he said 
without worrying about a clash with other conservatives in the cabinet. He had 
had several dust ups with Yu Kuo-hua in the past when Yu had held concurrent 
positions as Director of the Central Bank and was the leading member of the 
Economic Construction Commission. Chao Yao-tunz was an acknowledged performer 
on the stage, while Yu Kuo-hua was regarded as a representative of the 
conservative faction. The differences in the personalities of the two as well 
as the divergences in their political positions opened an ever increasing 
chasm between them. After Yu Kuo-hua became president of the Executive Yuan 
and received orders to form a cabinet, Chao Yao-tung was transferred from a 
position as a perform on the stage to a job behind the scenes taking up the 
job of head of the Economic Construction Committee. 


After Yu Kuo-hua announced establishment of the Economic Reform Conference, 
some government officials suggested that the word "reform" in the name of the 
conference be changed to the softer term, “improvement” in order to avoid 
wriving too large a check that could not be honored when the time came,making 
it necessary for someone to come forward to take responsibility. Yu Kuo-hua 
rejected the suggestion, however. Although the reason for this may have been 
the one that Yu Kuo-hua gave subsequently, possibly it reflected his good 
faith in carrying out resolute reforms and a desire to leave no way for 
retreat. At the same time, however, possibly it was also in order to increase 
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pressures on Chao Yao-tung. 


Not only were there some disadvantageous elements in the background of the 
founding of the conference, but from the very outset the function of the 
Economic Reform Conference was called into question. Even the most optimistic 
view held that unless the Economic Reform Conference were fully empowered, it 
would be difficult for it to discharge its reform functions effectively, and 
it would be reduced solely to the status of a needieslly duplicatory 
organization. Most people were confused about the reasons for it, and one 
newspaper even published the following large headline: "The Blind in All 
Circles Grope For the Nature of the Functions of the Economic Reform 
Conference. Basic Level Finance and Economic Bewildered and Professionals Pin 
Ardent Hopes On It Despite Doubts." Some pessimists believed that the 
Economic Reform Conference had no chance of succeeding because the Economic 
Reform Conference was nothing more than an organization that could make 
proposals for the government to carry out and that no matter how good its 
ideas, without full coordination with acting units, all efforts would be in 
vain. 


A Grand and Spectacular Beginning 


No matter the conjecture of outsiders about the background and purpose in 
founding the Economic Reform Conference, the Economic Reform Conference was 
convened in a grand and spectacular fashion. 


The Economic Reform Conference was composed of a committee of the whole (27 
members of the conference) and five professional teams (95 group members). 
Membership of the conference came from among government officials, scholars 
and from among industrial and commercial circles for a balance between skilled 
and outstanding people, nine people from each group, with Chao Yao-tung, 
Chiang Shuo-jie [5592 4311 0267], and Ku Chen-fu [6581 2182 3940] being 
conveners. The five work teams subordinate to the committee included the 
Banking Team, the Finance and Tax Team, the Trade Team, the Industrial Team, 
and the Economic Administration Team. Each work team had 10 to 15 member’ sub- 
team members who did not participate directly in the conference for a total of 
95 people. 


The roster of members of the Economic Reform Conference might be said to be 
temporary selections. Those from government included three senior officials ir 
finance, economics and banking as well as well qualified political 
personnages, Li Kuo-ting [2621 0948 7844] and Chou Houg-t'ao [0719 1347 3447]. 
In addition to Chiang Shuo-jie, the scholarly contingent included Wang “so- 
jung [3769 0155 2837], Sun Chen [1327 7201] and Hou Chia-chu [0186 1367 7467). 
Those from industrial and business circles included several important 
personnages such as Ku Chen-fu, Wang Yung-ch'ing [3769 3057 1987] and Lin 
T'ing sheng [2651 2185 3932] (managers of Tat'ung Affiliated Enterprises] 


Inasmuch as scholars and industrial and commercial enterprises in Taiwan play 
a part in the policy making process, they are often regarded as major symbols 
of power and influence, for better or for worse. The Economic Reform 
Conference encountered some difficulties in drafting the roster, but basically 
everything went along smoothly. One of the people deserving of mention was a 
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person whom the newspapers had always termed reasonable and daring to speak 
out, and who pointed out errors and offered salutary advice, namely Wang Tso- 
jung. Before the conference had been convened, he turned back to the Executive 
Yuan his letter of appointment as a member of the Economic Reform Conference 
and dd not attend the founding of the conference. Wang Tso-jung himself 
explained that he had "diverse and complex official matters to attend to and 
was advanced in years," but persons close to him revealed that the real reason 
was that Wang Tso-jung wes nct optimistic about the purpose or activities oft 
the Economic Reform Conference, and he felt it would be very difficult to 
break down the existing political and economic system and make a contribution. 
Later on, in a strenuous erfort to pacify the Executive Yuan, Wang Tso-junzg 
retracted his resignation and participated in conference discussions among the 
ranks of the scholars. 


No sooner had the conference been convened than the teams set to work. Since 
the conveners of these teams were members of the conference, a sense of mutual 
ec mpet t on developed unconsciously This became a new source of dynamism for 
the Economic Reform Conference compared with the morale in other 
organizations, and work proceeded more rapidly too. In addition to drawing up 
the direction and focus of discussions during the coming 6 months, the 
Industrial Section had written a 100,000 word founding statement by 8 May, 
which was the second day after the conference had been convened. The Finance 
and Tax Section also decided to begin with the personnel and tax collection 
systems in carrying out thoroughgoing reforms. For a time, everyone’s morale 
was high, and they were full of vigor. "The country has turned such a great 
responsi’ility over to us. If the whole economy of the country comes to a 
ha’t because of our negligence, we will be blamed by history" was a most 
frequently heard stirring statement. 


The members of the Economic Reform Conference devoted themselves to the full, 
and the public were also naturally optimistic about their success. However, 
during the several months that followed, though the newspapers reported the 
Economic Reform Conference's discussions and the points at issue of individual 
members, it was only after the CHINA TIMES published the results of a survey 
it had conducted that the public received a fairly complete understanding of 
achievements on specific actions. 


Majority Dissatisfied With Results of Economic Reform Conference 


The CHINA TIMES' survey was divided into two parts, and the first part was 
further divided into two sub-parts, specifically a survey of views on 
conference members and on on the achievements at the Economic Reform 
Conference of sub-branch members respectively. The second part tried to find 
out the various reasons inhibiting success at the conference. Results of the 
survey showed not only that most of the members who received the questionnaire 
had expressed dissatisfaction with results of the Economic Reform Conference, 
but that letters subsequently written by large numbers of readers also showed 
that most persons in business enterprises who had not participated in the 
conference were disappointed. 


The questionnaire, which could be filled out anonymously asked the following: 
1) Do you believe the Economic Reform Conference has been completely 
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successful? 2) Just passable? (meeting requirements or better) 3) Needs 
improvement? (not meeting requi 4) Complete failure?. Nearly f 

percent of the conference delegates who received the survey felt it was just 
passable; 20 percent felt it did not meet requirements or they did not reply. 
Only ome person felt it had been a complete success. Nearly 50 percent of the 
members of deputy branches felt it was just passable; nearly 40 percent felt 
it did not meet requirements, and seven percent fe.t it had been a complete 
failure. Comparatively sneaking, the extent of dissatisfaction with the 
Economic Reform Conference of members of sub-branches was greater than members 
of the conference at large. Analysis by a CHINA TIMES correspondent showed 

t 


this was because "the more qualified the officials, the better they understood 
the obstacles to new reform policies." 


4 
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In addition to the survey, answers to reporters questions by some members of 
the conference also offered food for thought. As far as government officials 
were concerned, virtually ali “wanted to hear more views from all circles." 
As far as their own views were concerned, because their position was delicate, 
they did not want to state their views very much. Ch'ien Ch'un-geng [6929 4753 
2577], the new Minister of Finance who had just replaced Lu Jun-kang [7120 
3387 1660) and who termed himself a "new student" said that "the common view 
of all toward this problem is my view." 


Wang Yung-ch'ing, who had said at the outset that "if the Economic Reform 
Conference does not succeed, I will commit suicide to apologize to the people 
of the country," stated that he would "kowtow in apology to the people of the 
country." As for the heroic spirit of itching for a fight and preparing for 
battle that that prevailed at the outset, his explanation was that the 
conference had truly been grand and spectacular at the outset, but that now 
the discussions were extremely tumultuous and might even be counterproductiv: 
and cause damage to the government's image. 


The results of the second part of the survey on reasons blocking the success 
of the Economic Reform Conference showed the following in order of ranking: 1) 
Opposition of existing executive organs. 2) Policy makers lack sufficient 
authority and resolve to reform. 3) Organization of the Economic Reform 
Conference is not suited to the work to be done. 4) The wrong people were 
selected for the conference. 5) Opposition from groups. 6) Opposition by 
vested interest groups. 6) Other. 


Actually, most of these problems had veen raised for discussion even before 
the Economic Reform Conference had been convened; it was just that during the 
conferenve, it was still not possible to get around them in a circumspect way 
and they kept coming up. Take the first answer, “opposition of the existing 
executive system," about which the thing that aroused most contention was a4 
proposal to change the income tax system. The Finance and Tax section of the 
Economic Reform Conference initially acceded to popular demand for many years, 
strongly advocating a change that would merge two taxes into a single systen, 
which aroused a furious reaction. Once the proposal reached the hands of 
conference members, what with one compromise after another, it shrank to 
become a proposal for a direct lowering of tax rates and the merging of two 
taxes into one was vetoed. Amazingly when the proposal was forwarded to the 
hands of the Ministry of Finance, it iid not call for the slightest reduction 
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in tax rates. This made many members feel they had been hoodwinked, and they 

believed that this reflected the complacency and conservatism of executive 
organs who sought only to be worldy wise and play things safe and were in a 
frame of mind to oppose change. The second ranking answer, “officials in 
charge lack resolve to reform" is closely linked to the the first point, and 
such an answer is shocking in that it produced a questioning attitude about 
the Economic Reform Conference. 


Analysis of the CHINA TIMES report shows several reasons directly responsible 
for this attitude. First was the position in which the Economic Reform 
Conference found _tself. Though the Economic Reforr Confererce was a “supra- 
ministry and commission" organization, every proposal it put forward had to be 
discussed and decided upon by the Executive Yuan. Its position with regard to 
policy was similar to that of the existing Economic Construction Commission. 
It had no way tc make breakthroughs. This situation diverged greatly from the 
ideas of many at the outset who felt that since the Economic Reform Conference 
had been convened in a situation of economic hardships, it would certainly 
enjoy considerable influence. 


Second, orders given by the Executive Yuan after deliberations on Economic 
Reform Conference prop sals frequently contained language such as “agree in 
principle,” or units concerned should "study and handle,” or “take under 
advisement and handle.” As a result, conservative policy making bodies could 
use this language as a pretext for stalling. Some even secretly conjectured 
the Executi'e Yuan's true intentions and watered down their action. 





In additio:, except for his attendance and delivery of a speech at the 
founding of the Economic Reform Conference, the president of the Executive 
Yuan, Yu Kuo-hua, never showed his face at the Economic Reform Conference. In 
several important meetings on financial and economic meetings, he also 
scarcely referred to the Economic Reform Conference giving members the 
impression that he was “unconcerned.” Another thing that made people feel he 
was indifferent was related to the background to his instructions at the very 
beginning when the Economic Reform Committee was founded as well as whether he 
genuinely desired reform. 


Political Solutions Required For Economic Problems 


Overall, though few critics are satisfied with the Economic’ HKeform 
Conference's performance over the past 5 months and more, inasmuch as _ the 
factors affecting its success or failure are truly numerous and complex, it is 
difficult to say which quarter should bear responsibility. Furthermore, since 
the conference is drawing to a close with individual sections still having 
large numbers of proposals that have not been discussed, members have not only 
eaten box lunches in their offices and put in overtime, but they also gave up 
their Mid-autumn Festival holiday to hold meetings as usual, receiving only 
NT$3,000 per month in transportation expenses. They may not have done anything 
worthwhile, but they have had to work hard all the same. 


Some members have been constrained to make similes such as the Economic Reform 
Conference being like a chef who puts his heart and soul into cooking only to 
have no one appreciate or pay any attention to the food he cooks. They have 
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really been unable to do what they have had their hearts set on doing. 


Nevertheless, it is a fact that the Economic Reform Conference has been unable 
to complete the purpose for which it was founded, but what has been the 
problem? Many members had an extraordinarily profound perception during the 
conference that "many economic situations that occur are not purely the result 
of economic factors, but involve many other ‘non-economic factors'." This 
point applies, it seems not only to all Taiwan economic problems, but also to 
to answering the unclear question of the performance of the Economic R: form 
Conference. Moreover, among these ‘non-economic factors’ it is political 
factors that are most important. With regard to this point, thoug: Yu Ki0-hua 
said at the founding meeting for the Economic Reform Conference that the 
Economic Reform Conference should “examine problems including economic as well 
as ‘non-economic’ problems pertaining to the economy. Unfortunately, 
conservative and bureaucratic work styles cannot be rooted out ina day, s0 
instructions and examinations, no matter how numerous, are in vain. 


With the passage of the time that the Economic Reform Conference has been in 
session, the signals of a slump in Taiwan's economy have increased froma 4 
mouth long blue light to a 9 month long blue light, and one might say that 
solution to economic problems has become more urgent. It is  problemati:al 
wnether following publication of the results of this survey and the spurt in 
activity during the final month will be able to make the Economic Reform 
Conference present a report that gives people more encouragement before the 
Feonomic Reform Conference ends. 


9432 
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JPRS-CEA-86-062 
22 May 1986 


HONG KONG 





FUTURE ROLE OF BRITISH FINANCIAL GROUPS IN HONG KONG VIEWED 


Guangzhou GANGAO JINGJI [HONG KONG AND MACAO ECONOMIC DIGEST] in Chinese, 
25 Sep 85 pp 33-35 


[Article by Ling Tie [0407 6993]: "Direction of British Financial Groups a3 
Hong Kong Enters the Transitional Period") 


[Text] Monopoly Position of British Financial Groups Challenged 


The principal British financial groups in Hong Kong today are the Hong Kong 
and Shanghai Banking Corporation, Jardine Matheson (including the Hong Kong 
Land Company, Ltd, Swire Pacific, Ltd and Kadoorie (Kadoorie and Sons Company) 
{ note 1). These several financial groups (Kadoorie excepted) have a total of 
284 main subsidiary companies and 107 associated companies in Hong kong and 
abroad. In addition, financial groups indigenous to the United Kingdom such 
as the Chartored Bank, the Inchcape Group, UK and Cable and Wireless also have 
more than 200 branches in Hong Kong. They are involved in a variety of 
activities and hold monopoly or dominant positions in some important economic 
sectors of Hong Kong. 


Formal signing of the joint Chinese-British announcement was the pivotal point 
for Hong Kong's entry into the "transitional period." The special political 
rights ( note 2) of the British financial groups and their monopoly position 
in the economy would undergo change in the new historical period. The rise of 
Chinese capital the pervasive advance of foreign capital and China's huge 
investment of capital had challenged the position of the British financial 
groups, and a situation arose in Hong Kong of bullish competition within a 
single economic bloc. 


Will British Capital Leave? 


Among the British financial groups in Hong Kong, Swire Pacific, Ltd and the 
Kadoorie financial group have between 80 and 90 percent of their assets in 
Hong Kong. Jardine Matheson and the Hong Kong and Shanghai Banking Corporation 
financial groups use Hong Kong as a base for outward expansion to become 
supernational financial groups. During the early part of the 1970's, Jardine 
Matheson expanded outside of Hong Kong in a big way; however, when its 
overseas expansion met obstacles and its Hong Kong base came under pressure 
from Chinese financial groups, it returned its funds to Hong Korg, the ratio 
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»f its assets in Hong Kong again climbing to »etween 60 and 70 percent. At the 
end of March 1984, Jardine Matheson announced the transfer of its parent 
company’s registration to Bermuda, and a change in its business policy from 
"primarily Hong Kong" to “Hong Kong and internationally equally." This was a 
reflection of Jardine's apprehensions about Hong Kong's future. After the 
initialing of the draft of the joint Chinese-British announcement, however, 
prospects brightened. In March 1985, the Jardine group announced in its 
annual report. on achievements that the group would continue to concentrate its 
strengtn and resources in Hong Kong, China and Pacific Ocean areas ina new 
important policy decisicn. The Hong Kong and Shanghai Banking Corporat. is a 
conglomerate international financial group centering around che banking 
business. In the 1960's, it began to expand abroad to become a supernational 
group. According to extrapolations of total assets held by Hong Kong financial 
institutions as revealed recently by a Hong Kong bank supervisor, possibly +0 
percent of the Honig Kong and Shanghai Bank's business is in Hong Kong and 60 
percent abroad. However, its Hong Kong operations have advanced very quickly. 
It owns the largest branch bank network in Hong Kong (more than 400 branches) 
accountinz for more than 55 percent of savings deposits in Hong Kong. Ics 
loans ar- also almost half the total made in Hong Kong. It is also a bank of 
issuc 9nc . bills settlement bank. In March 1985, the director of the Hong 
Kong and Shanghai Banking Corporation, Shenbi [phonetic] said thav the rea on 
the Hong Kong and Shanghai Bank had chosen Hong Kong as a center of acti i ies 
was “because in this world, both the future of Hong Kong and of tne Hong Kong 
and Shangnai Banking C. "poration seemed fairly secure." 


As for the so-called dispersal of capital by British financial groups, it 
seems this should be more analyzed concretely from the angle of supernational 
financial groups and does not necessarily mean a flight from Hong Kong. 


Actually, 211 of Hong Kong's financial groups have investments abroad, and tne 
proportic: of their assets invested in Hong Kong and abroad may rise or fa | 
at any tire. In other words, the dispersal to other places abroad of the Hong 
Kong assets of British financial groups is just what one might expect. 
Nonetheless,the Hong Kong base is the long-term place of bus.ness of Br tish 
financial groups that will seemingly not be easily abandoned. The reasons are 
as follows: 


1. British authorities in Hong Kong will use every possible means to maintain 
the interests of the British financial groups during the transition period. In 
the randling of aviation rights, for example, the British in Hong Kong can 
gradually turn over Hong Kong aviation rights enjoyed by British aviation 
comparier to British-financed Hong Kong Cathay ’acific Airways Company (in 
which Sw.re Pacific Ltd holds 70.59 percent of the stock and the Hong Kong and 
Shangiai Banking Corporation 29.41 percent). In 1981, the British authorities 
in Hong Kong turned over to British Cable and Wireless sole rights to public 
utilities. With regard to the China Power and Light Company (controlled by 
the Kadoorie financial group) interest control plan (set at 15 percent per 
year of the net value of fixed assets, interest thereby rising each year with 
investment in equipment), and the British financed Hong Kong Telephone 
Company, the prop: etary rights to both of which are believed to expire after 
1993 and 1995 respectively, the local authorities will continue to approve 
their continued operation under preferential conditions. 
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2. The economic strength of the British financial groups is solid; they will 
not turn it over to others on a silver platter. Total British investment in 
Hong Kong at the present time is estimated at 60 billion Hong Kong dollars, 
twice the American investment and three times the Japanese investment. Despite 
a weakening of political authority, the British will still have solid economic 
strength to contend with other groups. Today British financial groups control 
more than half of finances, particulariy bank operations, and major public 
utilities such as electric power, telephones, communications and 
transportation are virtually all controlled by Britisn financial groups. 
Between 30 and 40 percent of the airline business and most of the major 
commercial buildings in the center of Hong Kong island are owned by British 
financial groups. They also hold a substantial proportion of the docks, 
wharves, sea transport, import and export trade, and hotels. They obviously 
will not easily give up such competitive dominance. 


3. Roots in Hong Kong, munificent interest, a reapproach to China, and 
Optimistic prospects. 


Hong Kong is a place where it is easiest for British financial groups to make 
interest and where the interest they make is greatest. Statistics show that of 
the 10 large market companies having the greatest profits in Hong Kong in 
1978, nine were British financed companies: or companies in which British 
financeers countrolled the stocx, foremost of which was the Hong Kong and 
Shanghai Banking Corporation, these nine companies accounted for 92 percent of 
total profits (See “Economic Reporter," November 1979). Estimates place total 
interest earned by British financial groups in Hong “ong for 1981 at HK$7.6 
billion. This included HK$2.116 billion made by the Hong Kong and Shanghai 
Banking Corportation group (which continued to increase subsequently to 
HK$2.357 billion in 1982, HK$2.492 billion in 1983, and HK$2.59 billion in 
1984). Reportedly the Hong Kong and Shanghai Banking Corporation group's 
assets in Hong Kong in recent years have been only 30 to 40 percent of its 
total assets; however, interest obtained in Hong Kong is estimated to have 
been more than 60 percent of the total. In recent years, Swire Pacific Ltd's 
profits have been considerable. In 1983, it showed a surplus from operations 
of HK$1.553 billion, 39.4 percent more than for 1982. In 1984, it rose another 
25 percent. As a result of strategic mistakes in its investments and 
depredations caused by the economic slump in western countries, Jardine 
Matheson's profits declined during 1982 and 1983 and its strength weakened. 
Having learned a lesson, the Jardine Matheson Stock Control Company Ltd 
announced that as of 1 January 1985 the board of directors for the Hong Kong 
and China business area would be reorganized to be the Jardine Matheson 
Company Ltd board of directors in order for "this group to be a nucleus for 
highly concentrated development of Hong Kong and the China area of 
operations." It declared that "“Jardines will remain in Hong Kong for 100 
years!" In 1984, Jardine's assets in Hong Kong increased to more than HK$6.6 
billion, an all-time high. Today there are approximately 200 representatives 
of member organizations of Jardine Matheson inside China, and each subordinate 
company has its own businesses in China. 


4. In recent years, relations have developed between the British financial 
groups and the Chinese economy. Currently the Hong Kong and Shanghai Banking 
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Corporation, Jardine Matheson, Hong Kong Land Co. Ltd and Swire Pacific, Ltd 
have established special department or subsidiary companies for China 
business. Jardires has set up offices in Beijing, Shanghai and Guangzhou; the 
Hong Kong and Shanghai Bank has set up offices not only in Beijing, Shanghai 
and Guangzhou but also in the Shenzhen and Xiamen special zones. As a follow 
up to its having re-established a branch bank in Shanghai, the Chartered Bank 
is in process of applying to set up branches elsewhere in Ch na. Cooperation 
between the China Power and Light Company and Chinese electric power and 
communications is on the increase as well. Since 1984, the Britisn Swire 
Pacific, Ltd, the Inchcape Group, UK as well as principal officers in harge 
of Jardine'’s in Hong Kong have visited China. After the Chinese government 
announcement that it would continue to open up 14 coastal cities, the British 
financial groups expressed enthusiasm. The chairman of the board of directors 
of the Hong Kong and Shanghai Banking Corporation, Shenbi [phonetic], 
announced at the annual meeting that the bank would continue to play an 
important rvle in relations between Hong Kong and the mainland. In March 
1985, he revealed in a speech at the Foreign Correspondents’ Club that "The 
Hong Kong and Shanghai Banking Corporation is helping China develop 200 
projects, twice as many as its nearest competitor." Jardine'’s chairman has 
repeatedly emphasized the need to concentrate on development and the 
selection of markets to increase opportunities for business contact wih 
China." At the present time, Jardines 183 in the midst of discussions with 
China on development inside China and in coastal special economic zones of 
electric power stations, property and real estate, motor vehicle, shipping, 
hotel, and food processing projects. Contracts have been signed for some of 
these. Advances in economic relations between the British financial groups and 
China are attributable in large part, no doubt, to the British financial 
groups unwillingness to leave Hong Kong lightly. 


Demonstations of Conficence in Long-term Investment 


Following the initialing of the Chinese-British joint agreement, the British 
financial groups stated that the outlook had brightened and that they would 
increase investment in Hong Kong. There have veen many actual examples, as 
follows: 1. Cable and Wireless spent HK$3.7 million to purchase share rights 
of the Hong Kong Telephone Company, and the Hong Kong Telephone Company has 
decided to invest between HK$4 and 5 billion over the next 5 years in 
improving equipment and the training of personael, as well as to enter into 
technical cooperation with China (See Hong Kong DA GONG BAO, 17 July 1985). 2. 
The Kadoorie controlled China Light and Power Company and the American Exxon 
Petroleum group have decided to invest HK$5.25 billion to build No B-3 power 
plant at Castle Peak in accordance with original plans, the plant to contain 
four large power generators "to meet Hong Kong's power needs during the 
1990"s." In addition, in the wake of China Power and Light's conti ua ion of 
a joint power grid with the Guangdcng Provincial Electric Power Company, t 
has recently constructed a submarine cable to supply electric power fo 10 
years directly to Shenzhen and Shekou. 3. In 1984, Swire Pacific,Ltd spent 
HK$1.35 billion for an overwhelming majority of stocks of Swire Pacific, Ltd 
Real Estate that have been issued but not yet owned by the financial group. 
During March 1985, Swire Pacific Ltd and the Chinese International Trust 
Investment Company set up a jointly capatilized Chinese and Swire Pacific Ltd 
investment and development company for active development of markets in Hong 
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Kong and China (See 17 July DA GONG BAO). In addition, Swire Pacific,Ltd has 
sold some of its office buildings and apartments in the United States and has 
transferred funds received back to Hong Kong. In April 1985, it also spent 
more than HK$700 million to buy Jinzhong [phonetic] Victoria Barracks. It 
plans to invest another more than HK$1 billion for the construction of a brand 
new office building and luxury hotel on that site, which is regarded as an 
expression of tremendous confidence in Hong Kong's future. 4. Hong Kong Land 
Co. Ltd has accelerated construction of its puolic square project and has 
invested HK$80 billion in that project. 5. China Light and Power Company is a 
participant in a joint venture for u Guangdong nuclear power station. Some of 
the huge sum of several billion Hong Kong dollars invested by the Hong Kong 
and Shanghai Banking Corporation for the construction of new buildings is for 
long-term investment. 


Conclusion 


The existence and development of Hong Kong financial groups has been closely 
linked to the prosperity and the stability of the Hong Kong economy. During 
the period of transition, British financial groups will continue to use Hong 
Kong as a base and they will continue to develop. Even though the proportion 
of capital from the United States, Japan, western Europe, the Middle East and 
Southeast Asia will continue to rise; nevertheless, i: will be no particularly 
easy matter to achieve a position that replaces the British financial groups. 
It appears that the presently commanding posicion of the British financial 
groups will be maintained for a fairly long time to come. Furthermore, as the 
building of China's economy develops and policies for an opening to the 
oustide world are put in place, I believe that the Hong Kong financial groups 
and financial groups in the United Kingdom itself will continue to make 
further use of Hong Kong as a base for expansion of eccnomic and trade 
relations with China. 


Note 1. The Hutchison Wampoa (China) Ltd (Hutchison Trading Company), the 
Kowloon Godown Company, the Hong Kong Electric Light Group and the Wheelock- 
Marden & Co. Ltd financial group, which were formerly controlled by British 
financial groups in Hong Kong, have passed into the hands of Chinese 
financiers. 


Note 2. At the present time, the principal officers in the Hong Kong and 
Shanghai Banking Corporation, Swire Pacific,Ltd and the Chartered Bank are al} 
members of the Hong Kong British policy making organizations, the 
Administrative Council or Legislative Council. The former chairman of the 
board of Jardine Matheson, Niubijian [phonetic], has long been a mewber of the 
administrative and legislative councils. 
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